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The State Corporation Commission of Virginia, created by the Constitution of @® 
that commonwealth, began its official existence at noon, 1902. 





il 


F 


GEORGE PULLMAN engaged LEONARD SEIBERT to remodel the first sleeping car 
from a coach; it was lighted by candles and heated by stoves, 1858. 
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PHILIPPE LEBON, a French inventor, after obtaining a patent for making gas by 
distilling wood, lighted his home in Paris with his new product, 1801. 
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The first steel rails to be produced in the United States were made in Illinois, 1864, 
{ Atlantic cable laid, 1866. 
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GUGLIEIMO MARCONI maintained radio communication between the shore and a 
ship at sea, up to 100 miles, 1897. 
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{ This is a good time to make plans fer attending the annual convention of the Ameri- 
can Gas Association in Atlantic City, N. J., beginning October 13, 1930. 
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At a conference of 100 railroad presidents, a resolution was adopted to move freight 
cars not less than 30 miles daily and an average loading of at least 30 tons a car, 1920. 
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CLAUDE SHAPPE, a French mechanician, introduced the semaphore (precursor of the 
telephone), to which he gave the name “tachygraphe,” meaning “to write fast,”’ 1792. 
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The Illinois legislature voted $10,000,000 for starting work on its famous state- € 
owned railroad, 1837; it was sold 10 years later with a debt of $15,000,000. 





Radio telephone service between London and Buenos Aires, operating only between 
5:30 and 9 vp. mu. London time, was established as a public utility, 1929. 





Possibilities of radio communication were demonstrated at the Kingstown regatta in 
Ireland, which was reported to a newspaper from the yacht “Flying Huntress,” 1901. 





Suburban railroad service was initiated in Chicago with the “Hyde Park Special,” 
drawn by a wood-burning locomotive, 1856. 
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PACINNOTI, a European inventor, produced the reversible continuous current dyna- 
mo, upon which all modern generators and motors are founded, 1861. 
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The North German Lloyd steamship “Bremen” smashed the transatlantic ship record 
with a voyage from Cherbourg to New York in 4 days, 17 hours, 42 minutes, 1929. 











“Laws and institutions are constantly tending to gravitate, Like clocks, 
they must be occasionally cleansed, and wound up, and set to true time.” 


—Henry Warp BEEecHER 

















From a photograph by Charles Phelps Cushing 


A Beacon of Modern Business 


Gleaming at night in shifting bands of brilliant lights—red, green, 
and yellow-—-this modernistic structure, the Philadelphia Electric 
Buil ing, towers serenely above the “moving waves of human habi- 


in the streets below, as a lighthouse stands above the tumult 
of the sea that beats at its base. 
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Will the Public Utilities 
Be a Major Political Issue? 


Reasons for believing that a political offensive is 
contemplated against the entire utility industry, 
with the rate issue as the basis of attack. 


By HENRY C. SPURR 


LL signs point to a political of- 
A fensive on an extended scale 

against the utility industry and 
particularly the electric industry. 

We have had the Federal Trade in- 
vestigation of the electric industry 
which is still in progress. 

The State Commissions have been 
subjected to legislative investigation 
in several states. 

The Federal courts have been 
marked for political attack by popular 
leaders on the ground of decisions 
favorable to the utility companies. 

) Forces hostile to the utility indus- 
try are being mobilized, and may 
sooner or later be put in motion. 


ee John E. Benton, general 
solicitor for the National Asso- 
ciation of Railroad and Utilities Com- 
missioners, issued a bulletin in which 
he asked whether public service regu- 
lation was not to become a Federal 
political issue. Mark Sullivan, a keen 
political observer, answers that ques- 
tion in the affirmative. In a recent 
article, Mr. Sullivan said: 

“That there is a row on about the Su- 
preme Court a knows. Into the 
subject matter of this row Governor Roose- 
velt of New York has thrust a belligerent 
fist. For this reason the controversy about 
the court is going to play a large part in 
the Presidential situation in 1932. Any 
controversy about the Supreme Court is 


sufficiently important itsel } When coupled 
with a Presidential situation it becomes 
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major politics decidedly. Indeed, I add 
nothing to current knowledge when I say 
this conflict about the Supreme Court is 
major —-. It is a question involving 
national policy on an exalted plane. 

“The heart of the Supreme Court con- 
troversy is public utilities, and everybody 
knows that public utilities—including espe- 
cially electricity generated from water 
power, valuation and rates—compose a 
present political issue, both nationally and 
in many local ramifications. The principal 
element in it is a line of decisions handed 
down by the Supreme Court, having to 
do with the valuations to be placed upon 
public utilities.” 


[* a recent speech former United 
States Senator Joseph F. Freling- 
huysen, of New Jersey, said: 


“Of vital concern to the people of New 
Jersey and the country is the question of 
the more effective regulation of the great 
utility corporation. It is a question both 
of local and national importance, the dis- 
cussion of which, no candidate for public 
office can honestly ignore.” 


In a newspaper reporting this 
speech, it was stated that Mr. Fre- 
linghuysen had “grabbed the public 


service issue.” 


ig political warfare is declared 
against the utility industry, there 
will probably be three points of at- 
tack : 

There will be a direct movement 
against the business by out-and-out 
advocates of government ownership. 

There will be an advance against 
the State Commissions—an indirect 
attack on the utility business—by 
both out-and-out advocates of gov- 
ernment ownership, and by those who 
profess to believe in the conduct of 
the utility industry by private enter- 
prise, but who say they are ready to 
accept government ownership unless 
the Commissions are strengthened 
and function differently from what 
they do at present. 

And there will be another move- 
ment against the Supreme Court, if 


Mr. Sullivan is correct in his prophe- 
cy. This will also be an indirect at- 
tack on the industry by the advocates 
of government ownership, and also 
by those who say they are not for 
government ownership, but who de- 
clare they are prepared to accept it 
unless the rule established by the 
Supreme Court, that the utilities are 
entitled to earn a return on the pres- 
ent value of their properties, is done 
away with. 

It is, therefore, well to inquire what 
these controversies are all about. 


HE public is not very much in- 

terested in the socialist or in- 
dividualist theories of the operation 
of public utility companies, in and of 
themselves. It does not care very 
much about the details of regulation 
of public utilities by Public Service 
Commissions. It is not going to get 
very much excited over a mere rule 
of law laid down by the Supreme 
Court of the United States. There 
must be something behind each of 
these phases of the general contro- 
versy upon which the success of the 
political venture will depend. 

What is it? 

Let us begin with Commission reg- 
ulation. It has been freely charged 
that the system has broken down; that 
it has not operated as intended. 

There is no question but that most 
of the functions of the Commissions 
have been satisfactorily fulfilled. 

Take the question of service as one 
illustration. 

The Commissions have adopted 
standards of service. They have 
compelled the extension of service 
where extensions would otherwise 
not have been made. They have re- 
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The Three Sources of Political Moves 
against the Utilities: 


pt stew wil be a direct movement 
against the business by out-and-out 
advocates of government ownership. 


“THERE will be an advance against the 
State Commissions—an indirect attack on 
the utility business—by both out-and-out 
advocates of government ownership, and 
by those who say they are ready to accept 
government ownership unless the Commis- 
sions are strengthened and function differ- 


ently from what they do at present. 


“AND there will be another movement 


against the Supreme Court.” 





' fused to allow abandonments of serv- 
ice where service would have other- 
wise been abandoned. They have or- 
dered physical connection between 
telephone lines and physical connec- 
tion between railway lines where the 
connection would not have been made 
but for Commission action. They 
have held the utilities up to reasona- 
ble standards of performance. No 
one asserts that Commission regula- 
tion has broken down with respect to 
this feature of Commission duties. 
The service of American utility com- 
panies, as a whole, is probably the 
best in the world. 


A complaints against public util- 
ity regulation bear upon one 
question, and that is, the question of 


rates. The whole controversy arises 
out of a difference of opinion as to 
the reasonableness of rates. The idea 
is that the utility companies are still 
charging exorbitant rates and that the 


Commissions are unable to prevent it, 
either because they have become util- 
ity minded, or are insufficiently fi- 
nanced, or have inadequate powers, or 
because they are blocked by the courts. 
Most of the complaints are bottomed 
on the question of what should con- 
stitute the rate base. 

That is where the Supreme Court 
comes in. 

Having established value as the 
rate base years ago at the request of 
ratepayers, the Supreme Court is now 
asked to reverse itself and to hold that 
the utilities, instead of being allowed 
to earn a return on the value of their 
property, should be limited to a re- 
turn on the money invested in it. The 
political leaders undoubtedly believe 
that the present rule of law enables 
utilities to charge exorbitant rates, 
and any appeal to the public against 
the Supreme Court’s decisions will be 
made in the hope of convincing the 
people that a change in-the law would 
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produce lower rates. The demand 
will be for “reasonable” rates as 
against existing “exorbitant” rates. 

The rate issue is the basis of attacks 
against both the Commissions and the 
courts. Ex-Governor Pinchot, in his 
campaign for the Republican nomina- 
tion for Governor of Pennsylvania, 
advocated the abolition of the pres- 
ent Public Service Commission and 
the establishment of a “Reasonable 
Rate Board.” It is apparent, there- 
fore, that Mr. Pinchot sees the pub- 
lic service regulation question merely 
as a rate issue. 

Mr. Frelinghuysen in his speech 
said that there is no agency of gov- 
ernment in New Jersey properly pro- 
tecting the people against exploitation 
in excessive rates for light, power, 
and transportation. Another indica- 
tion that rates are at the root of the 
whole controversy. 

The question whether public utility 
‘ companies should be owned and oper- 
ated by the government instead of by 
private persons is merely a rate ques- 
tion. The argument in favor of gov- 
ernment ownership is advanced in the 
belief that the government can pro- 
duce the service much cheaper than 
private utilities can. 


[’ then, there is to be a political 
offensive against the utility indus- 
try and that the real objective is lower 
rates, let us ask what kind of rates? 

It is reasonable to suppose that the 
argument will be directed against ex- 


isting domestic rates. The domestic 
consumers outnumber other kinds of 
consumers. They constitute the peo- 
ple whom the political leaders believe 
need protection. They are the ones 
who will be told that they are being 


exploited by the utility companies by 
excessive charges. 

The utility companies, and especial- 
ly the electrical industry, will have to 
meet that charge. 

State Commission regulation of 
public utilities is said to have broken 
down because the Commissions have 
not for one reason or another been 
able to keep rates—meaning domes- 
tic rates—as low as they should be. 
They have not, it is asserted, taken 
the burden of the excessive cost of 
this service from the backs of the peo- 
ple. 

Well then, just how much of a bur- 
den is the cost of this service? 

Suppose we take the charges for 
electric service as an illustration be- 
cause the attack thus far developed 
has been largely against the electrical 
industry. 


en ago I became interested 
in this question from a personal 
standpoint. I wanted to find out to 
what extent I was being exploited by 
the local utility company. I had my 
bills for a year added up. 

We use electricity in our house for 
lighting, for refrigeration, for radio, 
for vacuum cleaner, for motor in the 
laundry, for a furnace motor, and for 
other household purposes. I found 
that this service costs us, on the aver- 
age, 19 cents a day. That, we figure, 
is cheaper than we could do the same 
amount of lighting with kerosene 
lamps. It would probably cost us as 
much as that to have the chimneys 
cleaned and the wicks trimmed every 
day to say nothing of what we would 
have to pay for the oil. The refrig- 
eration and the other household uses 
of electricity is consequently so much 
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velvet, as the sportsman would say. 

Put in another way the daily cost 
of electricity is not more than the cost 
of ice would be. Formerly, the ice 
man came in during only the warm 
summer months. Now, we have ice 
the year round at no added expense, 
and the lighting and other household 
uses of current thrown in. 

There is no restraint put upon any- 
body in the use of current. Lights 
are often left burning when they 
could have been turned off. This is 
either because current is regarded as 
cheap or else because Father pays the 
bills. Father, himself, sometimes 
goes down in the basement just before 
retiring to see if everything is all 
right, and is reminded in the morn- 
ing that he has left the lights burn- 
ing all night. 

All of this, as stated, costs on the 
average of just 19 cents a day. Gas 
service costs a little more. It is used 
for cooking and hot water heating. 
We use plenty of food and, I hope, a 
sufficient amount of hot water. We 
have a large water heater and heat by 
gas the year around. This service 
costs us on the average of 33 cents a 
day. It is cheaper than coal consider- 
ing the convenience and the labor of 
running a coal range. There is no rea- 
son why we have to have gas for a 
kitchen range. If we thought the 
price were too high, we could easily 
install a coal range. 


C will be seen that the total cost of 
all of these conveniences is 52 
cents a day. That is the amount paid 
to the gas and electric utility; but not 
all of that sum is paid for utility serv- 
ice. Part of it goes for taxes which 
are collected by the company as part 
of the rate and paid to the city. The 
amount paid for the actual utility 
service is less than 50 cents a day. For 
less than 50 cents a day, therefore, we 
get rid of the coal man and the ice 
man in the kitchen, we get rid of kero- 
sene lamps or gas lighting in the 
house; we have the privilege of oper- 
ating a radio whenever we please, and 
we have the various household uses of 
electric current besides. The service 
is worth to us in dollars and cents 
much more than we pay for it. We 
could not afford to be without it. 
Since we are considering this sub- 
ject from the political standpoint, sup- 
pose we compare this cost with the 
cost of political service rendered to 
the same household. The real estate 
taxes on the same property amount 
to a little over a dollar a day. That, 
of course, is a direct tax on one item 
of property. If the total amount of 
taxes paid, direct and indirect, could 
be figured out it would easily amount 
to more than $5 a day. Our poli- 
tical service, therefore, costs us at 
least ten times as much as the com- 
bined gas and electric service. There 
seems to be some hope that the bur- 


e 


at the request of ratepayers, the Supreme Court is now 


q “Havin established value as the rate base years ago 


asked to reverse itself and to hold that the utilities, 


instead of being allowed to earn a return on the value 
of their property, should be limited to a return on the 
money invested in tt.” 
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den of gas and electric service will be 
decreased ; but there is apparently no 
hope that the burden of political serv- 
ice will be any less than it now is, espe- 
cially if the mania for expensive in- 
vestigation continues. 

The cost of gas and electric service 
in the individual case mentioned is 
much higher than the average. 


N a series of articles by Morris 
Llewellyn Cooke written for the 
Newspaper Enterprise Association 
service, Mr. Cooke, an expert on elec- 
tric rates for the home and director of 
Governor Pinchot’s giant power sur- 
vey in 1921, contends that electric 
rates should not be higher than 5 cents 
per kilowatt hour. Says Mr. Cooke: 


“We contend that a maximum 5-cent rate 
is the highest justifiable rate in nearly all 
cases, but the top rates in communities near 
Niagara Falls, where the cheapest water 
power is available, are twice as high and 
more. Beacon, New York, pays a rate of 
12 cents. Other top rates in New York 
cities near Niagara Falls include: Fulton, 
10 cents; Hornell, 11 cents; Hudson, 12 
cents; Ithaca, 12 cents; Oneida, 11 cents; 
Oneonta, 13 cents; and Plattsburgh, 13 
cents. At the other end of the state a city 
the size of Yonkers, actually pays 10 cents 

t kilowatt hour. Other communities in 

ew York state pay from 6 to 10 cents per 
kilowatt hour. Sa 


If you will get out a map of New 
York state drawn to scale and take 
your ruler, you will find that the near- 
est of these places mentioned is at 
least eighty miles from Niagara Falls 
and several are at least two hundred 


and fifty miles distant. Most of the 
places named are also small towns. 
This, together with the distance from 
the source of Niagara water power, 
might easily account for difference in 
the rates. We feel sure that Mr. 
Cooke has made the most of the esti- 
mates he presents. But, for the pur- 
pose of considering the burden of 


these rates on domestic consumers, let 
us take the extreme figures cited by 
Mr. Cooke. 

Mr. Cooke states that Pittsburgh 
has a comparatively low top rate of 
54 cents per kilowatt hour, and that 
the average domestic consumer in 
Pittsburgh uses 600 kilowatt hours a 
year, which, he says, is nearly double 
the average elsewhere. Let us, there- 
fore, take the average consumption at 
300 kilowatt hours a year. 

At a 5-cent rate, this would cost the 
consumer 4 cents a day plus. Ata 
10-cent rate, 8 cents per day plus. At 
a 12-cent rate, 9 cents plus, and at a 
13-cent rate, 10 cents a day plus, or 
less than 11 cents a day. 

Now, whether a rate of 10 cents a 
day could be cut to 5 cents per day or 
not it is idle to say that a 10-cent 
charge a day even for lighting alone 
is an exorbitant charge, measured by 
the value of the service, or that it is 
a serious burden on many families. 

When it comes to selling labor-sav- 
ing household appliances which use 
electric current, it is the cost of the 
appliances rather than the cost of the 
current which prospective customers 
consider. The cost of the current is 
so insignificant that no householder of 
any sense would allow it to stand in 
the way of these modern improve- 
ments. As Professor Charles E. 
Seitz puts it, a woman who would be 
without these conveniences values her 
labor at less than 3 cents an hour. 


HE fact is that the cost of gas and 
electricity is the cheapest item in 
the household budget. According to 
figures sent out by the Industrial Con- 
ference Board, April 30, 1930, the 
household budget on a pre-war basis 
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The Political Agitation against the Utilities 
Is Based upon Rates 


oe HE question whether public 

utility companies should be 
ouned and operated by the govern- 
ment instead of by private persons is 
merely a rate question. The argument 
in favor of government ownership is 
advanced in the belief that the govern- 
ment can produce the service much 
cheaper than private utilities can.” 





is approximately about as follows: 


Food, 43.1 per cent 

Housing, 17.7 per cent 
Clothing, 13.2 per cent 

Coal, 3.7 per cent 

Gas and electricity, 1.9 per cent 
Sundries, 20.4 per cent 


Pre-war figures thus show that gas 
and electricity make up 1.9 per cent 
of the family budget. Owing to 
greater increases in other items in 
March, 1930, the percentage of the 
budget chargeable to gas and electric- 
ity dropped to 1.46 per cent. 

On the basis of an average weekly 
wage of $27.59, this equals 40.3 cents 
per week or $1.74 per month. On 
the basis of 1.9 per cent, gas and elec- 
tricity would amount to $2.27 cents 
per month, or 6 and 7 cents a day re- 
spectively. 

According to the American Gas As- 
sociation, taking records of nineteen 
of the largest gas companies of the 
country, the average bill for domestic 
service amounts to $33.53 per year, or 
about 9 cents a day. According to 
the Electric Merchandising Magazine 
survey of 1928 for the United States, 
the average electric domestic con- 


sumption is $30.90 per year, or a little 
over 8 cents per day. 

When compared with the cost of 
other kinds of service which are paid 
for without grumbling, the cost of 
utility service, including gas and elec- 
tric service, is insignificant. 

In an editorial in the Gas Age-Rec- 
ord of May 10, 1930, it is said: 


“According to figures recently published 
by the National Automobile Chamber of 
Commerce, the average four-cylinder pas- 
senger car operating 11,000 miles a year 
uses $144 worth of gasoline and $24 worth 
of oil and grease, a total of $168 for fuel 
and lubricants, without counting a penny 
for tires, interest on investment, deprecia- 
tion of the car, or any other expenses. The 
average six-cylinder car uses a total of 
$189 for fuel and lubricants.” 

“Compare these figures with the annual 
gas bill for the average family, probably 
about $30 the country over. Operating a 
four-cylinder car costs more than five 
times this amount, and a six-cylinder car 
more than six times. Compare the irregu- 
lar service which a family gets from its 
car with the constant day and night, holi- 
day, and work-day service rendered by gas.” 


N” having figures for the average 
cost of domestic telephone serv- 
ice, I am forced to consider my own 
bills. We have a single-party line. It 
costs $4.75 a month, or less than 16 


cents a day. It is worth much more 
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than 16 cents a day to us. If we did 
not think so, it would be no trouble at 
all to order it out. Many subscribers 
in our city are on four-party lines. 
The cost of the service to them is less 
than 10 centsa day. A telephone is 
worth much more than 10 cents a day 
to any household, and this sum is not 
burdensome on the average household. 
These services instead of being dear 
are among the cheapest we have. Yet 
all of these investigations costing 
many thousands of dollars, all of 
these attacks against Commission reg- 
ulation and court decisions, all of this 
talk about a crisis in the relations of 
the public utility companies with the 
public, are based on the idea that the 
utilities, which are charging only a 
few cents a day for a great service, are 
actually oppressing the people by ex- 
tortionate rates. 

The people are, of course, not be- 
ing crushed in paying for a service 
which is now considered vital to the 
public welfare at a daily cost of -less 
than the price of a good cigar. The 
charge that rates are exorbitant is a 
manufactured charge. As stated by 
the Wisconsin Commission, wide- 
spread belief in excessive utility 
charges does not exist. Complaints 
against rates are not spontaneous, but, 
in practically every case, are owing to 
agitation by some individual or small 
group of individuals. 

It would be hard to believe that any 
widespread discontent with rates 
charged by utility companies could ex- 
ist in view of the fact that this essen- 
tial service has been placed within the 
reach of everybody, rich and poor 
alike. Our politicians are as imagina- 
tive as Don Quixote. But is the pub- 
lic as gullible as Sancho Panza? 


I’ the political issue takes shape as 
indicated, we shall undoubtedly 
hear much about the lack of economic 
wisdom in basing the return of util- 
ity companies on the value of their 
property rather than on the prudent 
investment in it. But if rates should 
be based upon prudent investment it 
would make very little difference to 
the domestic ratepayers. A cent or 
two a day would not affect their 
standards of living while it might 
make a great difference in the pros- 
perity of the company, and its ability 
to render adequate service. 

The domestic ratepayer is not very 
much interested in the discussion of 
broad economic principles, but he is 
interested in the amount of his month- 
ly bills. The average ratepayer is 
fair. If he understands what he is 


getting for his money and how little 
money he is paying for a fundamental 


service as compared with what he pays 
for other things, it is not likely that he 
is going to be very hostile to the utility 
companies, and to the present princi- 
ples of regulation. 

Perhaps a political campaign 
against the utilities, against state reg- 
ulation, and against the Supreme 
Court will be the best thing that can 
happen for all concerned, the public, 
the Supreme Court, the State Com- 
missions, and the utilities. 

Anyway before we get through we 
shall know more about the reasonable- 
ness or unreasonableness of domestic 
rates, because that is what the fuss is 
about. 

It will be interesting to note how 
far general discontent against domes- 
tic rates which does not now exist, can 
be fomented by political agitation. 
Perhaps we shall know very soon. 





What’s New in Regulation 


A summary of the outstanding electric and street 
railway utilities rulings of the State Commissions 
and of the decisions of 
» the courts during the 

' past twelve months 





By ELLSWORTH NICHOLS 


r \HOsE who proclaim a “break- 
down of Commission regula- 
tion” must suffer a_ severe 

shock when they view the actual prog- 
ress of the Commissions through the 
maze of complicated and difficult 
regulatory problems constantly aris- 
ing. The finger of regulation is con- 
tinuously upon the pulse of the public 
utility industry and remedies are ap- 
plied as symptoms are observed. 

Contrary to the opinion of some, 
this regulation question is no more 
immune from the law, as stated in 
our constitutions and statutes and as 
interpreted by the courts, than any 
other sphere of human activities. 
Consequently, the Commissions are, 
and necessarily must be, guided by the 
rules announced by the courts. 

But the courts, in crystallizing the 
regulatory principles, are not thwart- 
ing Commission regulation but are 
erecting a framework upon which 
such regulation must be built. So we 
should not view with alarm every de- 
cision by a court which modifies the 
view of a Commission. Such deci- 
sions merely mark a safe channel. 


11 


7. over the Commission ac- 
tivities during the past year, we 
find a mass of detailed work on serv- 
ice and rate questions which escapes 
general observation, but some of the 
high lights of regulation deserve com- 
ment. These relate not only to rates 
and service, but also to the great cor- 
porate mergers and intercorporate 
activities growing out of modern 
business conditions. 


2 


Regulation of Mergers 


MONG the merger proposals 

passed upon by the Commis- 
sions was one in Vermont, where it 
was held that the establishment and 
maintenance of a new electric corpo- 
ration acquiring properties of numer- 
ous domestic utilities should be ap- 
proved, as being in the interest of the 
public, because of the efforts shown 
by the company to pass on to the do- 
mestic consumers immediately the 
benefit of the consolidation and to 
modernize the uneconomic and anti- 
quated rate structures of the con- 
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stituent operating utility companies.’ 


ib jjuw New Hampshire Commission 
permitted a recognized public 
utility exclusively engaged in public 
service to acquire a small public util- 
ity rendering poor service and denied 
a petition for the acquisition of such 
property by a corporation whose busi- 
ness was primarily manufacturing. 
The matter of the rates that prospec- 
tive purchasers of an electric utility 
would impose upon the territory to be 
acquired was deemed clearly a ma- 
terial fact to be weighed with other 
competent evidence addressed to the 
issue of the public good. 

It was not the public good of a re- 
stricted area alone but the territory 
as a whole involved in the prcposed 
transfer that was to be considered, in 
the opinion of the Commission. Due 
weight must be given to resulting ad- 
vantages and disadvantages to each. 
It was said that the desires of the pub- 
lic are to be considered at all times, 
although such desires may be far from 
controlling when it comes to the deter- 
mination of what is for the public 
good in proceedings for the transfer 
of utility property.* 


o_o Alabama Commission was au- 
thority for the ruling that the 
merger or consolidation of public util- 
ity properties should not be disap- 
proved because of alleged rights of a 
city to acquire one of the constituent 
properties, since Commission approval 
does not prejudice any rights of the 
municipality. The Commission ex- 
pressly stipulated though that its ap- 


1 Re Central Vermont Pub. Service Corp. 
(Vt. 1929) P.U.R.1929E, 387. 

2Re Fox & Putnam (N. H. 1929) P.U.R. 
1929E, 403. 


proval was without prejudice to the 
rights of the municipality.* 


Nn New York state, where the con- 
trol of holding companies and the 
relationships between utilities are very 
much in the public eye, the Commis- 
sion, on its own motion, inquired into 
the ownership of the capital stock of 
a traction company. It discovered 
that stock had been purchased by in- 
dividuals who acted for, and were fi- 
nanced by, a holding company. The 
Commission held that there was in 
effect a violation of a law which pro- 
hibited the transfer of more than 10 
per cent of the common stock of an 
operating utility to a holding company 
without Commission authorization. 
The Commission, therefore, held that 
all entries and changes made in the 
books and records of the traction com- 
pany purporting to record the sale of 
the capital stock to the individuals 
were illegal, void, and of no effect.* 


e 


Regulation of Stock Prices 


| By year when stocks went to 
dizzy heights and then suddenly 
collapsed the public began seriously to 
reflect upon the safety of various 
kinds of investment. The Commis- 
sions, however, have had this in mind 
for along time. It was to avoid losses 
to investors that the Massachusetts 
Commission disapproved a change in 
par value of the stock of a New Eng- 
land company early in the fall. . 
Opinion differed as to the correct- 
ness of the Commission’s action. 


Electric 
1930) 


3Re General Water Works & 
Corp. (Ala. 1929) P.U.R.1930A, 354. 

#Re United Traction Co. (N. Y. 
P.U.R.1930C, 6. 
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Some even blamed it as one of the 
causes of the stock decline. But it is 
certainly true that the Commission 
was following the course which the 
facts before it indicated to be econo- 
mically sound. 

Authority to change the par value 
was denied because, in the opinion of 
the Commission, owing to the spread 
which would thereby be occasioned 
between the price of the stock on the 
exchange and its intrinsic value, its 
speculative value would be increased 
and small investors would be encour- 
aged to purchase stock at high prices 
in reliance upon hopes of increased 
dividends unwarranted by either the 
value or the business prospects of the 
company.° 

The change, it was said, would not 
have the effect of causing a wider dis- 
tribution of stock among investors 
and would not assist present holders 
in taking up their rights to future is- 
sues, because of the spread between 
the price of the stock on the exchange 
and the price authorized by the De- 
partment for sale by the company. It 
was thought that any advantage de- 
rived by making the purchase of the 
shares easier would be offset by the 
enhanced speculative price. The Com- 
mission deprecated any change in par 
value merely because it is the fashion 
or because other companies have seen 
fit to make such a change. 


HE capitalization of bond dis- 
count has been a matter of 
controversy for years. Conflicting 
decisions have been made by various 
tribunals. The Maine Commission re- 
cently ruled that it cannot properly, 


5 Re Edison Electric Illum. Co. (Mass. 
1929) P.U.R.1929E, 267. 
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justly, or legally authorize the issu- 
ance of capital stock against bond dis- 
count which represents that portion of 
the difference between the price real- 
ized by the company and the par of 
the securities, outside of the expense 
items such as printing, legal fees, and 
trustees’ fees. 

Unamortized bond discount was 
said to be merely a deferred debit ac- 
count to be reduced by periodical 
charges to income along with other 
interest accruals. The total discount 
might be charged in one lump sum to 
profit and loss; but since this method 
not only conflicts with the rules of the 
Internal Revenue Department, but al- 
so results in confusion in arriving at 
the net yearly income of the utility, 
amortization was said to be recog- 
nized as the better practice. 

The Commission said that it is 
clear that bond discount is a part of 
the interest which must be paid for the 
use of the amount realized from the 
sale of the bonds, and that the only 
difference between this form of inter- 
est and the interest paid to the bond- 
holder annually is that the former will 
be paid not annually but in one sum.® 


e 
Regulation of Taxes 


M ORE and more grows the public 
recognition of the fact that bur- 
dens imposed upon public utilities are 
not a public gain at the expense of 
some indefinite group of magnates 
who line their pockets with gold, but 
that these burdens are imposed upon 
those who use public utility service. 
The lifting of excessive franchise 
taxes is an example of this tendency. 


6 Re Central Maine Power Co. (Me. 1930) 
P.U.R.1930B, 1. 





The Colorado Commission has re- 
cently pointed out that it has often 
been held a municipality must not re- 
ceive free service from a public util- 
ity, and that the reason for this posi- 
tion is that the utility collects enough 
from its customers to pay for the cost 
of free service to the city, which re- 
sults in the customers of the utility 
being compelled to contribute money 
which should be raised from the tax- 
payers generally. The Commission 
saw no difference in the principle be- 
tween giving free service to a city and 
the payment of money to a city mere- 
ly as a consideration for granting a 
franchise, because in the latter case 
the city obtains money to defray the 
municipal expenses which should 
come from all the taxpayers and not 
merely those who are customers of 
the utility. 

Payment by a utility to a city in 
return for franchise authority to op- 
erate therein was believed to be justi- 
fied only where the money paid is to 
meet some expense which the city has 
in connection with the passage of the 
franchise and the operation of the 
utility; but not where it is merely a 
sort of consideration for granting the 
franchise. The Commission, how- 
ever, in this particular instance, did 
not feel warranted, without protest on 
the part of any of the customers of the 
utility, in taking any action with re- 
spect to such payment.” 


z 
Regulation of Investigations of 
Records 


AC to the records of public 
utility companies for the pur- 


7Re Home Gas & E. Co. (Colo. 1929) 
P.U.R.1930A, 56. 
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pose of conducting rate investigations 
is usually recognized as a proper pre- 
rogative of the Commissions. What 
about access by those opposing a pub- 
lic utility in a rate investigation? 

This point was raised before the 
Maine Commission, which ruled that 
in connection with a rate case it is 
essential that the complainants shall 
have access to such books, accounts, 
papers, and records of the company as 
are pertinent to the issues involved. 

Unlimited fishing expeditions, how- 
ever, by any person who might desire 
to see utility records were not sanc- 
tioned. The Commission ordered that 
the complainants against rates should 
furnish the Commission with the 
names of experts and assistants they 
wished to employ, and only those 
would be permitted access to the mat- 
ters under inspection who should be 
designated by the Commission as spe- 
cial representatives of the Commission 
for that purpose. One reason for this 
restriction was that penalties are pro- 
vided by law for disclosure of any 
matters in connection with such in- 
spections except as directed by the 
Commission, and the deputizing of 
these investigators would bring them 
within the scope of that law.® 


2 


Regulation of Fares 


HE difficulties of street railways 

faced by competition of other 
types of transportation have received 
sympathetic and careful attention by 
the Commissions so that our trans- 
portation systems may carry on for 
the benefit of the vast army of riders 
who do not possess the luxury of pri- 





8 Winter v. Androscoggin Electric Co. (Me. 
1929) PLURI930A, 126 
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Court Decisions that Modify Commission Rulings 
Are Not Thwarting Regulation 


et Las courts, in crystallizing the regulatory princi- 
ples, are not thwarting Commission regulation 
but are erecting a framework upon which such regula- 
tion must be built. So we should not view with alarm 
every decision by a court which modifies the view of 

a Commission.” 





vate conveyance or who prefer the 
convenience and cheapness of public 
conveyances instead of the annoyances 
of private vehicles which must be 
guided through traffic jams and 
brought to a safe parking place. High 
enough rates to meet the cost of this 
service without driving away patrons 
must demand thoughtful and wise 
treatment. 

Promotional rates for gas and elec- 
tric utilities are quite the vogue. A 
readiness-to-serve charge is often an 
essential part of rate structures. 
While the readiness-to-serve charge 
cannot be easily applied to street rail- 
way business, such a factor can be 
taken into consideration by fixing a 
schedule which gives to the regular 
and constant rider a lower fare than 
the occasional rider who might not 
use the service again for a month. 

The Missouri Commission, with 
this thought in mind, approved a rate 
experiment of a street railway which 
attempted to stimulate revenues dur- 
ing off-peak traffic hours by permit- 
ting the user of a 12-ride weekly pass 
to ride for 5 cents a ride during the 
remainder of the week after his pass 
had been exhausted. A refund was 
provided for each ride less than nine 
of which the pass holder might fail 





to avail himself during that week.* 


C= of the important street rail- 
way rate cases which reached 
the Supreme Court during the past 
year involved fares in the city of Los 
Angeles. For many years a basic fare 
of 5 cents had been charged under 
franchise and ordinance provisions. 
The company in November, 1926, 
asked the Commission for authority to 
increase the fare to 7 cents cash or 
6} cents in tokens, to be furnished 
four for 25 cents. This request was 
denied. 

Relief was sought in the Federal 
courts and an injunction was granted 
against the enforcement of the 5-cent 
fare. This course, on appeal to the 
Supreme Court, was upheld. 

The sole controversy was whether 
the company was bound by contracts 
with the city to continue to serve for 
the fares specified in the franchises. 
There was nc question that the 5-cent 
fare was inadequate. 

The fact was established that in 
1918 the company had applied to the 
Commission to investigate its service 
and financial condition, and for an or- 
der authorizing it to change its rates 


® Re St. Louis Pub. Service Co. (Mo. 1929) 
P.U.R.1929E, 353. 
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so that the income would be sufficient 
to pay the cost of service. In 1921 
the Commission had found that the 
existing fares would not permit an 
adequate return, and it permitted a 
small increase. The company did not 
accept it, but applied for a rehearing. 
This was stricken from the calendar. 
Later the Commission made further 
investigation, filed a report which con- 
tained findings as to value, operating 
revenues, expenses, and other items 
and concluded that the rates then in 
effect were not unreasonable. Thus 
the Commission had twice taken juris- 
diction to determine just and reason- 
able rates. 

The court announced the doctrine 
that a statute authorizing political 
subdivisions such as cities to grant au- 
thority for the laying of railroads in 
streets “under such restrictions and 
limitations” as they might provide 
was too general to constitute a dele- 
gation of authority by the state to a 
city to make rate contracts with a rail- 
way. Proceeding from this point, the 
conclusion was reached that the state 
had power, upon the application of a 
utility, through its Commission or 
otherwise to terminate rates estab- 
lished by franchise contracts. The 
final conclusion was then reached that 
where the Commission of a state hav- 
ing a policy that all utility rates shall 
be just and reasonable has twice as- 
sumed jurisdiction over a utility to 
determine just and reasonable rates 
without regard to the rates fixed by 
franchise, rates subsequently inade- 
quate may be held confiscatory by the 
Federal court, notwithstanding the 
existence of such franchises.” 


10 Railroad Commission v. Los Angeles R. 
Corp. (1929) 280 U. S. 145, P.U.R.1930A, 1. 
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N° and then there springs up a 
rate controversy which over- 
shadows, in the public mind, all of the 
routine work of the Commission in a 
particular state. Such was the case 
of the New York Telephone Com- 
pany. A similar outburst of public 
interest was witnessed in New Jersey 
when it was proposed that fares be in- 
creased from the flat 5-cent rate to a 
cash fare of 10 cents with ten tokens 
for 50 cents. The new tariffs were 
filed with the Commission and the 
Commission permitted them to go in- 
to effect as an experiment, with the 
purpose of investigating later when 
the results should be available. 

Apparently every move was made 
to prevent the operation of the new 
schedules except the correct move of 
complaining to the Commission. In 
the chancery court it was held that un- 
der the provisions of the law the su- 
preme court alone had jurisdiction in 
matters relating to the Public Utilities 
Commission.“ Then in the supreme 
court it was held that the Commission 
had the right to remain quiescent 
where a public utility had increased 
its rates by filing tariffs according to 
law, and that in such event the rates 
automatically became effective. The 
failure of the Board to act upon a rate 
increase filed by a public utility, there- 
by permitting the rates to become ef- 
fective, it was held, is not reviewable 
by the court.” 

The new rates went into effect and 
have continued for the past few 
months. The Commission, after ob- 
serving operations, began an investi- 
gation to determine what rates should 

11 West New York v. Public Utility Comrs. 
(N. J. Ch. 1930) P.U.R.1930B, 330. 


18 West New York v. Public Utility Comrs. 
(N. J. Sup. Ct. 1930) P.U.R.1930B, 382. 
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be made permanently effective. The 
result of this investigation at the time 
of writing had not been revealed. 


2 


Regulation of Valuations 


HE present value rule has fre- 
quently been used to obtain high- 
er fares, but in the case of the Capital 
Traction Company, operating in the 
city of Washington, D. C., strict ap- 
plication of this rule resulted in a de- 
nial of higher fares. The company, 
according to the Commission, had 
failed to show the present value. It 
was ruled that value determined some 
time in the past with the net cost of 
additions and betterments to date 
could not be used to determine the 
rate base. This was in effect a rejec- 
tion of the split-inventory basis. 
The Commission, in denying au- 
thority to raise fares in the city of 
Washington, announced the rule that 
utilities requesting increased fares 
should do everything reasonably pos- 
sible to effect economies, and to in- 
crease their revenues by reducing op- 
erating expenses before they seek to 
increase them by forcing the ratepay- 
ers to pay more money for the serv- 
ice rendered. But notwithstanding 
substantial economies that might ac- 
crue to both street railway companies 
serving the city, from the joint use 
of tracks and other facilities, the 
Commission refused to compel such 
measures in view of the doubtful 
realization of economies without the 
whole-hearted co-operation of both 
companies. 
The merger of the street railways 
in the Capitol City has been agitated 


13 Re Capital Traction Co. (D. C. 1929) 
P.U.R.1930A, 25. 


for some time. A plan agreed upon 
by the railways and submitted to the 
Senate Committee last year failed to 
secure congressional approval. The 
railways then apparently took the po- 
sition that if their merger plan would 
not be approved, proposals by the 
Commission for unification were not 
to be accepted. Further plans for a 
merger have been under consideration 
by the present Congress. 


z 


Regulation of Return and 
Depreciation 


| grweets the leading public utility 
decision by the Supreme Court in 
recent months was in the Baltimore 
Fare Case. Two important points 
were involved—adequate return to 
avoid confiscation and the basis upon 
which the depreciation allowance is 
to be computed. 

The court asserted that in determin- 
ing whether a Commission’s rate or- 
der contravenes the constitutional pro- 
hibition against confiscation, the 
fundamental principle to be observed 
is that the property, although devoted 
to public service, is still private prop- 
erty and that neither the property it- 
self nor the use thereof constitutional- 
ly can be taken for a compulsory price 
which falls below the measure of just 
compensation. 

It was said to be manifest that just 
compensation for a utility which re- 
quires for efficient public service skill- 
ful and prudent management as well 
as use of the plant, and whose rates 
are subject to public regulation, is 
more than current interest on mere 
investment. A rate of return upon 
capital invested in street railway lines 
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and other public utilities which might 
have been proper a few years ago no 
longer furnishes a safe criterion either 
for the present or the future, nor can 
a rule be laid down which will apply 
uniformly to all sorts of utilities. The 
court was of the opinion that to en- 
force rates producing less than 7.44 
per cent return upon the value of the 
property, which was the amount 
sought by the street railway company, 
was in violation of the Constitution.” 


HE basis upon which the return 

of a public utility must be com- 
puted has been settled for years as 
the present fair value. That is, it is 
settled as a legal question, although 
the propriety of this rate basis is still 
furiously debated by persons who dis- 
like the verdict of the courts. The 
basis upon which a depreciation al- 
lowance must be computed was not 
finally and authoritatively settled un- 
til the decision of the Supreme Court 
in the Baltimore Fare Case. 

The controversy went on for years 
as to whether the basis of an annual 
depreciation allowance should be 
original cost or present value. Most 
of the Commissions leaned towards 
the original cost theory. It was ar- 
gued that the depreciation charge is 
for the purpose of reimbursing the 
public utility for the cost of property 
used up in service and not to meet the 
cost of replacement—as a utility 
might charge the cost of a ton of coal. 
Accountants favored this theory. The 
complexities of figuring depreciation 
on a basis fluctuating with values is 
apparent. 

The Supreme Court, however, took 





14 United R. & Electric Co. v. West (U. S. 
Sup. Ct. 1930) P.U.R.1930A, 225. 
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the view that a company must be rec- 
ompensed for property used up at 
its value when being used,—that the 
allowance for annual depreciation 
must be based upon the present fair 
value of the property involved and not 
upon the original cost thereof. It was 
declared to be wholly illogical to adopt 
a different rule for computing the 
basis for the annual depreciation al- 
lowance than for computing the fair 
value of the property for rate-making 
purposes. 


2 
Regulation of Submetering 


HE submetering of electricity has 

become an acute question in some 
of the large cities. Submetering com- 
panies and landlords of apartments 
buy current at wholesale rates and re- 
sell to tenants on such terms as they 
please. They are free from regula- 
tion and it is claimed that they com- 
pete unfairly with the regulated public 
utilities. In New York the legisla- 
ture this year had before it a bill to 
regulate submetering, but it did not 
pass. 

In New Jersey the Commission sus- 
tained an electric company in its re- 
fusal to furnish current for resale to 
tenants of an apartment building. On 
appeal the court agreed with the Com- 
mission and ruled that the refusal by 
a public utility to sell electric current 
to an apartment house owner for the 
purpose of being remetered and re- 
sold to tenants is not violative of such 
owner’s constitutional property rights. 

The opinion was expressed that 
since it was the uniform practice and 
policy of the utility to refuse to sell 


15 United R. & Electric Co. v. West (U. S. 
Sup. Ct. 1930) P.U.R.1930A, 225. 

















electric current at wholesale to a re- 
tailer for redistribution and resale by 
the latter to the consumer at retail 
rates, the application of the practice 
in a given case was not discrimina- 
tory; and the action of the Commis- 
sion in refusing to compel the utility 
to make such sale was not an unrea- 
sonable or otherwise unlawful exer- 
cise of power.”® 


B” in a suit by owners of apart- 
ment houses against an electric 
company in the city of Washington to 
compel service, it was ruled that an 
electric company has no right to re- 
fuse service to an apartment house be- 
cause the owner declines to agree that 
he will not charge tenants for current 
resold to them on a metered basis, or 
else that he will not resell such cur- 
rent to tenants at all. 
Judge Stafford, who delivered the 
opinion of the court, referred to a 
statute defining “electrical corpora- 
tions” which contained the words “ex- 
cept where electricity is made, gener- 
ated, produced, or transmitted by a 
private person or private corporation 
on or through private property solely 
for its own use or the use of tenants 
of its building and not for sale to or 
for the use of others.” It had pre- 
viously been ruled that this language 
showed a plain legislative intent to 
allow apartment house owners to re- 
ceive electricity from the power com- 
pany and transmit it for the use of 
tenants and to charge tenants for it. 
Therefore, it was Said that the sole 
question would seem to be whether in 
thus charging the tenants for electric- 
ity bought by the apartment house 
16 Sixty-Seven South Munn v. Public Util- 


ity Comrs. (N. J. Sup. Ct. 1929) P.UR. 
1929E, 616. 
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owner and by him transmitted to them 
the amount of such charge might be 
ascertained by the use of a meter in- 
stead of charging a lump sum by way 
of increased rent or without any ref- 
erence to the amount used by the par- 
ticular tenant. The court was unable 
to see any reason or legal basis for 
such a distinction.” 

2 
Regulation of Promotional Rates 


HE improvement of electric rates 

structures to encourage greater 
use goes on apace. Promotional rates 
are in style. But in Vermont a pro- 
posed electric rate schedule including 
a charge per counted room without 
the inclusion of any electric current, 
while recognized as economically jus- 
tified, was held to be unwise, in view 
of popular misunderstanding of its 
purposes ; and a minimum charge per 
counted room was substituted there- 
for.” 

The utility, which was a newly 
consolidated company serving over 
fifty closely connected communities 
within a single state, was required to 
place in effect a uniform schedule of 
domestic rates for the entire area 
served by it. In fixing the rates, the 
Commission concluded that a rate 
schedule based on varying prices ac- 
cording to the use made of the cur- 
rent is indefensible where the cost of 
the current to the company is the 
same regardless of the use made of 
it, and where such a schedule re- 
quires the unnecessary expense of two 
or more meters.” 


17 Lewis v. Potomac Electric Power Co, 


(D. C. Sup. Ct. 1930) P.U.R.1930B, 147. 

18 Re Green Mountain Power Corp. (Vt. 
1930) P.U.R.1930B, 171. 

19 Re Green Mountain Power Corp. (Vt. 
1930) P.U.R.1930B, 171. 
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The Maine Commission was con- 
vinced that the management of an 
electrical utility should be permitted 
a trial of rate proposals which, 
through promotional features, were 
calculated to stimulate consumption 
and would tend to permit a more di- 
versified use of energy and constitute 
an average reduction.™ 

But the Wisconsin Commission 
would not approve a schedule of elec- 
tric rates which, while purporting to 
be a reduction, actually increased 58 
per cent of the bills issued to residen- 
tial consumers in one section, not- 
withstanding the fact that some of the 
customers were not carrying all of 
the costs which should have been al- 
located to them.™ 

In Indiana the Commission elimi- 
nated from the filed tariff of an elec- 
trical utility a coal clause which would 
automatically increase or decrease 
with fluctuations in the price of coal, 
in view of the superior jurisdiction 
and duty of the Commission to ad- 
just utility rates at all times. Coal 
clauses in industrial rate schedules 
have, however, been approved in 
states where the uncertainties attach- 
ing to such rates for domestic cus- 


tomers are not favored. 
o_o Indiana Commission refused 
to accede to the petition of power 

consumers to change a demand charge 
from an annual to a monthly basis, 
since it appeared that the proposed 
change would defeat many of the pur- 
poses for which such a charge was 
established. 

20 Ricker v. Turner Light & P. Co. (Me. 
1930) P.U.R.1930B, 257. 

21 Re Wisconsin Pub. Utility Co. (Wis. 
1929) P.U.R.1930A, 119. 


22Re Indiana Service Corp. (Ind. 1930) 
P.U.R.1930B, 278. 
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Expert witnesses called by the util- 
ity said that a change to the monthly 
basis would require the company to 
make additional capital expenditures 
and enlarge its plant at a more rapid 
rate. It was pointed out by these wit- 
nesses that under the existing basis, 
with the highest demand of a con- 
sumer determining the demand charge 
for a year, the consumers were care- 
ful not to create occasional extraordi- 
nary demands for current and that 
some of these consumers had installed 
devices to prevent the demand from 
passing a certain point. But with the 
proposed basis in effect, and the high 
demand controlling as the basis for 
only one month, the necessity for 
care against an extraordinary in- 
crease in the load would not exist. 
With these abnormal demands occur- 
ring throughout the plants of many 
power consumers, an unusual increase 
in plant equipment by the utility 
would be required beyond that neces- 
sary to keep step with the normal 
growth of the city, it was pointed out. 

The evidence further showed that 
the proposed basis, while an advan- 
tage to some seasonal consumers, 
would result in discrimination. An 
undue burden would be placed on con- 
sumers with a steady year round con- 
sumption of current. For such con- 
sumers monthly determination of the 
demand charge would result in no ad- 
vantage since the load is constant.™ 


2 


Regulation of Competition 
N interesting situation developed 
in Texas where a company which 
builds lighting plants was soliciting 


%3 Leedy Mfg. Co. v. Indianapolis Power & 
Light Co. (Ind. 1929) P.U.R.1929E, 412. 
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the trade of various cities and towns, 
with a consequent threat of loss to the 
electric utilities. The court was asked 
to prevent such solicitation, but with- 
out success. 

It was held that a constructor of 
electric plants is entitled to enter into 
a contract with a municipality for the 
construction of an electrical system 
notwithstanding an existing contract 
between such a city and a public util- 
ity whereby the utility furnishes the 


city with current, in view of the statu- 
tory authority of the city to own and 
operate its own utility system. 

It was further held that such a com- 
pany has the right to solicit customers 
who are served by a rival private util- 
ity to transfer their patronage to the 
municipal plant at the termination of 
their existing contracts.™ 


24 Fairbanks, Morse & Co. v. Texas Power 
& Light Co. (1929) 32 F. (2d) 693, P.U.R. 
1929 ; 





Talking About Bus Regulation— 


OME interesting facts about bus regulation throughout the 
United States were disclosed in Bulletin No. 301, recent- 
ly issued by the American Electric Railway Association. 
These facts would indicate that the proverbial Philadelphia 
lawyer is the only person now qualified to operate a bus line 
in more than one state without being puzzled by the multi- 
plicity of police regulation governing such operations. Here 
is a summary of the findings: 


Mz of these Commissions have regulations relating to 
capacity of vehicles, applications for certificates of 
convenience and necessity, railroad crossings, public lia- 
bility insurance, accident reports, revocations, tariffs, and 
time schedules. Eleven have general requirements for driv- 
ers’ licenses. Ten have rules covering fire protection, heat- 
ing of busses, and lights inside and outside of busses. In- 
spection of busses is required by the rules of seven states. 
Nine require reserve vehicles. Eight require carrying of 
extra tires. Carrying capacities are prescribed in twelve 
states ; baggage rules are given in seven states ; fare collection 
on moving vehicles prohibited in four states ; and rules relat- 
ing to speeds are given by nine states. 


o> regulations promulgated by one or more Commis- 
sions cover such items as accounts, bills of lading, 
boarding and alighting, capitalization, financial responsibility, 
comfort stations, commissions on fares, disabled vehicles, 
discontinuance of service, brakes, emergency exits, mirrors, 
reserve vehicles, ventilation, interstate carriers, and many 
other subjects ranging from rules requiring grab handles for 
doors in Massachusetts and that drivers carry watches in 
Georgia to a rule relating to application for mortgage of 
certificates in Montana and rules relating to passengers rid- 
ing on the front seats of busses in Idaho, Michigan, and 
Montana. 
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The Fixed Rate Base 


Why Is It Unconstitutional? 


HIS is an exceedingly interesting article by the 
author of what is known as the Bauer legislation 


plan of establishing a fixed rate base. 


The usual ob- 


jection to the plan is that it would be unconstitutional ; 
Dr. Bauer here sets forth his reasons for believing that 


there is no constitutional objection to it. 


—TuHe EpitTors 
By DR. JOHN BAUER 


COW] trHOUT discussing the merits of 
the question whether the rate 
base should be fixed instead of fluctuating, 
suppose we consider the method of freez- 
ing suggested by the minority members 
of Governor Roosevelt’s investigation 
commission. 

“The plan is to have an initial valua- 
tion which, when made, will not be sub- 
ject to change. . Additions to the plant 
would go into the initial rate base at their 
actual or reasonable cost. 


“The decision of the Supreme Court 
of the United States in the O’Fallon Case, 
to say nothing of previous Supreme Court 
decisions, ought to indicate the futility of 
legislation of the kind recommended. 
From a legal standpoint it would be about 
as effective as a statute providing for the 
establishment of a_state mint for the 
—_—- of money. What is forbidden by 
the Federal Constitution with respect to 
the rate base applies to the legislatures as 
well as to the Commissions of the various 
states. 

“To believe that the minority members 
of Governor Roosevelt’s commission do 
not know that, would be too much of a 
strain on one’s credulity.” 


I* these words Mr. Henry C. Spurr 
brushes aside the legislation pro- 
posed in New York for the establish- 
ment of a fixed rate base to replace 
the present undefined and fluctuating 
“fair value” in the administration of 
rate making.” 


1“Splitting the Inventory for Rate Mak- 
7 ” Public Utilities Fortnightly, May 1, 


The author does not attempt to dis- 
cuss the merits—whether a fixed rate 
base is desirable. Whatever its 
merits, he weens that it has been 
stepped on by the Supreme Court of 
the United States. He regards the 
idea as futile from a legal standpoint; 
he assumes that the minority mem- 
bers of the New York Revision Com- 
mission, appointed by Governor 
Roosevelt, are aware of the futility, 
and he then ascribes to them a subtle- 
ty of purpose which discovery doe¢ 
him vast credit as a political psycho- 
analyst. 

It happens that I had quite a lot to 
do with the formulation of the pro- 
gram recommended by the minority 
of the Revision Commission and am 
rather well acquainted with their 
ideas—unless, indeed, I was fooled 
by mere overt expression, and failed 
to fathom the deep subconscious be- 
haviorism of their economic thinking. 
I am rather a prosaic person, dealing 
with prosaic matters. I believe, there- 
fore,—in a non-psychoanalytic man- 
ner—that Messrs. Bonbright, Walsh 
and Adie are quite sincere in what 
they say, and that they actually be- 
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lieve, quite consciously, that a fixed 
rate base, as proposed in their report 
and in the bills prepared for the legis- 
lature, would not be a legal futility, 
and that it would be sustained by the 
Supreme Court of the United States 
as a valid exercise of sovereignty! 
AS Sorc straining for clever 
phrasing, and without impugn- 
ing the motives of anybody, let us 
just assume that the undefined and 
variable rate base which exists under 
the present law of the land is not 
suitable for the purposes of regula- 
tion, and that a fixed rate base is es- 
sential to make rate making financial- 
ly sound and effective from the ad- 
ministrative standpoint. 

Keeping this assumption in mind, 
let us ask: 

Just what does the Constitution say, 
and just what has the Supreme Court 
decided, to prevent the establishment 
by statute of a fixed rate base to meet 
the defects of the “fair value” stand- 
ard? 

I submit the following analysis to 
show that the out-of-hand assumption 
of unconstitutionality has no justifica- 
tion: 


(1) * 


No state legislature, nor Congress, 
has ever laid down a comprehensive 
and detailed system of rate making, 
establishing precise definitions and 
exact standards through which the 
rights of both investors and consum- 
ers would be systematically protected. 
The statutes, heretofore, have merely 
called for reasonable rates, and have 
not attempted to prescribe an admin- 
istrative yardstick of reasonableness. 


o such legislation was ever be- 
fore the Supreme Court. 
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Hence, when rates have been fixed by 
a Commission and were opposed by a 
company, the burden of determining 
their reasonableness was forced upon 
the courts, which, under such circum- 
stances, developed the rule of “fair 
value.” This condition can now be 
remedied only by specific legislation, 
which would not be limited to calling 
for reasonable rates, but would set 
out specific standards of reasonable- 
ness, and would provide systematic 
machinery to carry out effectively the 
purposes of the state. No such legis- 
lation was ever before the Supreme 
Court. While there may be doubt as 
to what the decision might be in the 
case of litigation, is it not rather pre- 
sumptuous to conclude offhand that 
the Supreme Court would prevent the 
establishment of a policy which would 
meet the defects of the present sys- 
tem, and which actually would pro- 
tect alike both consumers and invest- 
ors in public utility properties? 


(2) The split-inventory method of 
Wisconsin has no bearing on 
the New York proposal. 


The Wisconsin statute has been, in 
general policy, no different from the 


present New York statute. It mere- 
ly provided for reasonable rates. The 
Commission, on its own account, in- 
stituted the split-inventory plan, for 
which it had no legislative authoriza- 
tion and which did not represent a 
thorough-going policy of the legisla- 
ture in dealing systematically with 
utility companies in the interest of the 
public at large. The New York pro- 
posal would provide by statute for a 
comprehensive and detailed rate sys- 
tem, and there would be no split in- 
ventory. The results of the initial 











valuation would be written into the 
accounts of the company, and would 
thereafter have exactly the same force 
as all subsequent investments. The 
rate base would be determined direct- 
ly from the accounts, with respect to 
all property, whether installed prior 
or subsequent to the initial valuation. 
There is simply no analogy between 
the Wisconsin split inventory and the 
New York proposal. 


( ) Rate making in its entirety is a 
legislative prerogative. 

If the state, in the exercise of its 
sovereignty, may fix rates because of 
the recognized public interest in utili- 
ties, then this power extends to every 
aspect of rate making. Heretofore, 
the statutes have been limited either 
to the fixing of definite rates, or to the 
conveying of power and responsibility 
to the Commissions to fix reasonable 
rates, subject throughout to the limi- 
tation that rates must not be confisca- 
tory. Subject to this limitation, it is 
now proposed that the legislature set 
up a comprehensive and detailed sys- 
tem by which rates may be fixed upon 
a definite basis so as to eliminate con- 
flict of interest between consumers 
and investors, and provide for prompt 
rate adjustments upward or down- 
ward according to exact administra- 
tive standards. Is there anything un- 
constitutional in this enlarged and 
more specific dealing with rate con- 
trol? 


(4) The court’s function is to pre- 
vent confiscation. 


Heretofore this responsibility has 
been exercised in the absence of defi- 
nite policies and exact standards, and 
has thus resulted in the vague cri- 
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terion of “fair value.” It has been a 
restrictive, and not a positive force. 
It has been an indefinite and variable 
limitation upon a vague and undevel- 
oped policy of rate making. Will not 
the character of the judicial restric- 
tions change with the nature of the 
statutes? Will not exactness of legis- 
lative policy, produce precision of 
judicial restraint? 

If now, under comprehensive and 
specific legislation, a really fair initial 
valuation is made of the existing 
properties of every company, and if 
thereafter all further investments are 
added to the initial sum, and if thus 
an exact cost system is established for 
the protection of investors and con- 
sumers alike, just what is there con- 
fiscatory in such a policy and result? 
Where is the provision in the Consti- 
tution, or where has there ever been 
a decision by the Supreme Court, 
which prohibits the positive exercise 
of such sovereign power in the inter- 
est of the public at large, and which 
compels the continued application of 
an undefined and variable standard of 
judicial restraint against confiscation? 
If the standards of regulation are 
made definite and exact as a matter 
of legislative policy, why assume that 
the standards of measuring confisca- 
tion cannot be made equally definite 
to meet the changed situation as to ex- 
pressed policy of rate making? 

(5) The O’Fallon Case is not ap- 
plicable. 


It illustrates excellently the point 
that specific legislation is necessary to 
effect a transition from the undefined 
and variable “fair value,” to a pre- 
cise and exact cost system. In that 
case, the Interstate Commerce Com- 
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A Fixed Rate Base Is Attainable 


ae our present system of regulation has not been 
effective, and if the proposed changes are desira- 
ble, there is nothing in the Constitution that will pre- 
vent the change through orderly legislation with due 
regard to private rights. . . . If a fixed rate base 
is necessary, then it ts attainable under the law of the 
land. Why assume that the courts will obstruct the 
development of desirable policy?” 





mission attempted to carry out a val- tive order. It would start with pres- 
uation method which, with two im-_ ent-day conditions, would make fair 
portant exceptions, is mostly like the adjustments for the transition from 
plan proposed for New York. The the undefined present to a fixed basis 
first basic difference is that Congress of valuation. This differs vastly from 
had not established the method; on the O’Fallon situation. 
the contrary, it had directed the Com- : : 
mission to follow the law of the land (6) What is the essence of fair 
or the “fair value” rule as laid down value? 
by the courts in general rate cases; The lawyers and analysts who come 
for this reason the Supreme Court to the ready conclusion that the legis- 
decided against the Commission—be- lative fixation of rate base would be 
cause the mandate of Congress had _ unconstitutional, have an erroneous 
been disobeyed! conception of what basically consti- 
There is this second difference, in tutes “fair value” for rate making. 
that the Commission applied the meth- They are schooled in the idea that 
od retroactively. The 1920 Trans- value is an inherent substance which 
portation Act was adopted by Con- inevitably changes in quantum from 
gress after the great increase in prices time to time with shifting circum- 
had taken place during and after the stances. This view is predicated upon 
war, but the bulk of the properties in conditions of unregulated and com- 
the O’Fallon Case were valued on the petitive industry, where the ultimate 
basis of pre-war prices. The Com- value of a property—whether an in- 
mission, without direct congressional dividual parcel or a corporate aggre- 
authorization, thus attempted after gate—depends upon free earning 
prices had notably risen, to put into power, and where the owner is free 
effect a valuation plan which would to charge what he pleases or what he 
hold to an earlier and lower level can for the product or the services 
which no longer prevailed. The pro- rendered by the property. 
posal in New York would involve no The situation, however, is different 
such retroactive consequences, and in the case of a utility. Here the 
would be based upon specific legisla- earning power is subject to legal limi- 











tation, and the charges for services 
must be reasonable. The problem, 
therefore, is to select a standard of 
reasonableness which does not involve 
earning power and is not dependent 
upon the rates charged for service. 
While “fair value” has been estab- 
lished by the courts in passing upon 
the question of confiscation, it ob- 
viously must have a different basic 
criterion than the value of ordinary 
private property, which has no legal 
limit to earning power. It must have 
an exterior and objective standard 
which has no dependence upon the 
rates to be fixed for service. Whether 
this be reproduction cost, actual cost, 
or securities issued, it must be inde- 
pendent of earning power and rates. 
It must, therefore, depend upon judg- 
ment as to what is fair and reasonable 
and what is good policy, and not upon 
any assumed inherent values which 
are due to earning power. 

There can be no change in quantum 
of “fair value,” unless by legislative 
determination of policy or by the ex- 
ercise of judicial restraint, it is 
deemed that the amount should be 
changed as a matter of fair dealing. 
This, however, is a matter of legisla- 
tive policy as to what is desirable, or 
judicial view as to what is confisca- 
tory ; it does not constitute any change 
in the inherent value of the property. 
If investment is established by statute 
as proposed, and if rates are fixed ac- 
cordingly, there is no inherent quality 
of any sort which would produce a 
higher or lower value, unless the Su- 
preme Court should decide that such 
a course would be confiscatory. But 
such a decision would have to rest 
upon some exterior standard of meas- 
uring confiscation,. and not upon 


PUBLIC UTILITIES FORTNIGHTLY 








varying values whose assumed in- 
evitable changes must be protected by 
the courts. If the initial valuation is 
fair, and if subsequent investments 
are added, and if then rates are sys- 
tematically fixed to support the total 
amount, there would be no other 
change in value to be considered,— 
and, therefore, no scope for judicial 
restraint. 


(7) The concept of condemnation 
does not apply. 


Utility lawyers frequently assume 
that valuation for rate making in- 
volves the same fundamental consid- 
eration as valuation for ordinary con- 
demnation. For the latter purpose, 
the value of a property must be deter- 
mined as of the date of condemnation, 
and is the amount which a willing 
purchaser would pay and a willing 
seller would take. It is the free mar- 
ket price, actual or constructive, of 
really private property taken for pub- 
lic purposes. This situation is alto- 
gether different from the valuation of 
a public utility property for rate mak- 
ing. Such property is not private; it 
is endowed with public interest, and, 
for that reason, is subject to rate con- 
trol. There is no really private prop- 
erty, and no taking in any real sense, 
but merely the establishment of a 
measure to prevent confiscation. The 
ownership does not change in the 
slightest after the valuation. The 
property continues in private posses- 
sion, vested with public interest and 
subject to continuous rate control. 
The purpose, therefore, is to get a 
proper measure of relative public and 
private interest in the property, so as 
to establish rates which will be fair to 
both investors and consumers. 




















If there is any analogy in condem- 
nation, it appears at the time the pub- 
lic utility investments are made. At 
that moment, private property is 
turned over to public purposes, and is 
thereafter dedicated to public use. 
Under real condemnation, the price is 
fixed at the time of dedication to pub- 
lic use, and the basis of compensation 
to liquidate the private ownership is 
definitely fixed once and for all. In 
the same way, the basis of compensa- 
tion should be fixed upon public util- 
ity investments at the time when capi- 
tal is first put to public use. 

This is exactly what is proposed 
for all future investments in New 
York. Since, however, no such defi- 
nite compensation was established at 
the time the existing investments were 
made, the proposal is to fix now, once 
and for all, the basis for future com- 
pensation in harmony with what is ef- 
fected in every condemnation case. 

Is there anything in the Constitu- 
tion, or in any court decisions, that 
prohibits the establishment of exact 
amounts for the compensation of pri- 
vate capital taken for or devoted to 
public purposes? 

Is not our general policy to fix 
amounts for all private properties as 
they are taken for public uses? 

And is this not exactly what is 
sought to be done by the proposed 


New York legislation? 
(8) The court decisions are adapta- 
ble to public policy. 


If the facts stand out clearly that 
the present system of regulation is un- 
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workable, and that systematic regula- 
tion requires the establishment of the 
proposed cost system, there is no rea~ 
son to assume that the Supreme 
Court would stand arbitrarily against 
the establishment of such a policy. 
The underlying fact is that the utili- 
ties are exercising fundamental pub- 
lic functions ; they are monopolistic in 
their organization, and they exercise 
various special rights and privileges. 
For these reasons they are subjected 
to public control. If our present sys- 
tem of regulation has not been effec- 
tive, and if the proposed changes are 
desirable, there is nothing in the Con- 
stitution that will prevent the change 
through orderly legislation with due 
regard to private rights. Even if the 
Supreme Court at any time had made 
a finding to the contrary, this would 
be subject to readjustment in the face 
of underlying economic facts and pub- 
lic needs. There is nothing so arti- 
ficial in the Constitution as to pre- 
vent the establishment of what is real- 
ly desirable from a broad public 
standpoint. If a fixed rate base is 
necessary, then it is attainable under 
the law of the land. Why assume 
that the courts will obstruct the devel- 
opment of desirable policy? 

Why not assume that they will be 
open-minded and _ public-spirited— 
that they will approve all desirable 
changes in the system of regulation, 
provided that there is no confiscation? 

Does not any other view stand as 
an unmerited reflection upon the in- 
telligence and public-mindedness of 
the courts? 





Tue real—and the alleged—interference of the Federal Courts with state 

regulation, based upon the actual records, will dispel some of the miscon- 

ceptions on this important and timely subject. In Pustic Uriities Forr- 
NIGHTLY for July 24th—the next number. 
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A Unique Experiment 


in Municipal Ownership 


How the Department of the Seine of Paris 
farms out to a private corporation the job of 
operating its trains and motor busses 


By WALTER JACKSON 


ost public utilities in America 
M are privately owned and 

privately managed. But 
there are exceptions—like the Bos- 
ton Elevated Railway and Eastern 
Massachusetts Street Railway, for 
instance, which since 1919 have been 
privately owned but directed by a 
State Board of Trustees. 

On the other hand, most public 
utilities in Europe are publicly owned 
and publicly managed. But there is 
one most interesting exception; in 
Paris and its environs (the Depart- 
ment of the Seine) since January 1, 
1921, the trams and busses have been 
owned by the Department of the 
Seine but managed by a company en- 
titled Société des Transports en Com- 
mun de la Région Parisienne. 

This unique concern is a branch of 
the Paris General Omnibus Company, 
which had the exclusive rights to 
motor-bus operation within old Paris 
as well as to a number of tramway 
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routes inside and outside the old city 
limits. 


HE city of Paris granted to the 

Department of the Seine a con- 
tinuance of the motor-bus rights for 
thirty years ended December 31, 
1950, on condition that it would en- 
joy substantially the same share of 
transportation revenue that it had un- 
der private ownership and that it 
would share regulatory rights so far 
as routes, timetables, and fares are 
concerned. 

The Department of the Seine 
agreed to take over the Paris General 
Omnibus Company’s property, with 
such minor exceptions as certain sup- 
plies, electrical equipment, and cash 
in hand, for sixty semi-annual pay- 
ments concluding on November 1, 
1950. These payments amount to 
thirty times 16,800,000 francs or 
504,000,000 francs. The company’s 
total capital was 200,000,000 francs, 





























“—_: 
but it is to be borne in mind that the 
franc had declined in value from 19.3 
cents to .0633 cents at the time this 
contract was concluded. Hence the 
actual price was but slightly more 
than 81 per cent of the capital. 


The Department accepted the 
equipment as found, renouncing all 
claims for cost of putting it into 
operating shape. 


— terms were fixed by a group 
of experts, three of whom were 
named by the Minister of Public 
Works, three by the company, and 
three by these first six appointees 
themselves. In case of disagreement, 
the government could ask the Presi- 
dent of the Court of Appeals to ap- 
point the other three. 

The track was designated as “pub- 
lic domain” of the company, while 
rolling stock and most of the other 
property was designated as the “pri- 
vate domain” of the company. This 
distinction was made in compliance 
with a law that read: 


“The price of recapture will de- 
pend upon the net earnings obtained 
by the concessionaire during the 
seven years preceding date of sale. 
, Deduct from this figure the 
net earnings of the worst two years, 
and the desired figure will be the net 
average of the other five years. 

“This net average is to form the 
sum of the annuity due and payable 
to the concessionaire for each re- 
maining year of his concession. In 
no case will the amount be less than 
the average net earnings for the 
seven years taken for comparison. 

“In addition, the concessionaire 
will be paid within six months fol- 
lowing recapture for the movable and 
fixed property defined as ‘private 
domain.’ ” 


The Omnibus Company and the 


PUBLIC UTILITIES FORTNIGHTLY 


29 


smaller tramways concerned accepted 
this plan, which was based on a period 
of operation that extended over fif- 
teen years. In addition, some of the 
companies presented an_ estimate 
based upon remuneration of capital. 
In this case, the recapture annuities 
were calculated thus: 

1; Interest and amortization of 
bonds, (funded debt). 

2; Interest and amortization of 
capital stock. 

3; Going value (“service de titres’’) 
and cost of liquidation. 

The Department agreed to take 
over all employees, but reserved the 
right to make exceptions in the case 
of men who received 25,000 francs a 
year or more salary. 

On July 23, 1920, the Prefect of 
the Department of the Seine had° 
also been authorized to co-operate 
with the contiguous Department of 
the Seine-et-Oise for recapture of 
various smaller tramways in suburban 
areas. 


A YEAR or two before the opening 
of the World War, plans were 
formulated for the badly-needed 
modernization of the tram systems in 
and around Paris. There were then 
in use such antiquated equipment as 
conduits, overhead trolleys, storage 
batteries, compressed air devices, and 
what-not. 

Then came the World War. With 
the busses withdrawn for fighting 
purposes, the burden of a feverish 
rise in transport needs fell upon the 
underground and the near-junk tram 
lines. The state of the latter by the 
time the war was over beggared de- 
scription. 

It was obvious that with the drop 
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How the Management of the Company Is Rewarded: 


“First, the company receives 0.75 per cent of the gross 
receipts under 250,000,000 francs. This is regarded as a 
stimulus to salesmanship. While fares have been raised 
on the responsibility of the municipality, it is appreciated 
that there is an economic limit to this; hence the company 
is encouraged to popularize the service. 


“SECOND, the reward for the operating economies is 
based upon a formula under which the company receives 
4 per cent of the difference between the gross receipts and 
65 per cent of the sum of the operating and financial ex- 
penses as set forth. Awards to the executive staff, depart- 
ment heads, accountants, and others are made out of 
this “operating economy” fund; supplementary remunera- 
tion for the rank and file is derived from a fund equivalent 
to 4 per cent of the receipts from passenger traffic and 













advertising.” 




















in money values and the economic 
decline following the war, no private 
concern would be able to raise suf- 
ficient money for modernization of 
this equipment. The government 
itself would have to step in and use 
its credit, and be prepared also to ac- 
cept operating losses for some years 
to come. 

Since “he who pays the piper calls 
the tune,” the recapture of the vari- 
ous properties followed as a matter 
of course. However, there was a 
strong desire to assure the consoli- 
dated and co-ordinated concern the 
benefit of an experienced manage- 
ment. Then followed the deal with 
the group which had had the longest 
experience and the greatest invest- 
ment in Greater Paris. 

An operating company was, there- 
fore, formed with a capital of 60,- 
000,000 francs, of which 6,000,000 
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francs were posted as a guarantee, 
increased by annual increments, and 
the remainder used as working capi- 
tal and for the purchase of supplies 
from the companies absorbed. Capi- 
tal for major purposes, such as new 
rolling stock, was to be raised on obli- 
gations of the Department of the 


Seine. 
I N the original agreements, the com- 
pany was allowed a return of 6 
per cent on the 60,000,000 francs, but 
actually this amounted to only 4.9 
per cent net after deduction of in- 
come taxes. This compared with a 
then net return of 5.65 per cent 
on the French Government rentes 
(bonds) of 1918. 

The 6 per cent clause was nothing 
more than interest on borrowed 
money. The reward of the manage- 
ment was an entirely different matter, 























and was calculated in the following 
way: 

First, the company was to receive 
0.75 per cent of the gross receipts un- 
der 250,000,000 francs. This was re- 
garded as a stimulus to salesmanship. 
While fares had been raised on the 
responsibility of the Department, it 
was appreciated that there was an 
economic limit to this ; hence the com- 
pany was to be encouraged to popu- 
larize the service. 

Second, the reward for the operat- 
ing economies was based upon a for- 
mula under which the company was 
to receive 4 per cent of the difference 
between the gross receipts and 65 per 
cent of the sum of the operating and 
financial expenses as set forth. 
Awards to the executive staff, depart- 
ment heads, accountants, and others 
were to be made out of this “operat- 
ing economy” fund. 

Supplementary remuneration for 
the rank and file was to be derived 
from a fund equivalent to 4 per cent 
of the receipts from passenger traffic 
and advertising. 

If the company had enough sur- 
plus to pay 8 to 10 per cent to the 
stockholders, after distribution of the 
various awards to the executive staff 
and the other employees, the Depart- 
ment was to be entitled to 50 per cent 
of the remainder after dividends ; and 
to 75 per cent of the remainder after 
payment of dividends in excess of 10 
per cent. 


N a visit to the Paris manage- 
ment in 1921, the writer learned 
that the award to the executive staff 
was divided among forty-five men. 
Of the 4 per cent of gross receipts set 
aside for the rank and file, 85 per 
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cent was divided among all, excepting 
construction laborers, on the basis of 
days worked. The remaining 15 per 
cent was given to ticket inspectors, 
conductors, and motormen as an addi- 
tional award. It is a curious fact that 
in dividing this further amount, the 
ticket inspectors and conductors as 
salesmen of transportation in direct 
contact with the public were credited 
with two units each and the motor- 
men with one unit each. More than 
10,000,000 francs was divided that 
year among the rank and file. 
Although there was an operating 
deficit in the first year, the company 
received its due amounts for manage- 
ment. For the year 1921, there was 
an operating deficit of 20,187,245 
francs but the company received : 


6 per cent on 60,000,000 
francs, working capital, 
etc. ,0U0, 

Proportion of gross receipts 2,051,399 

Operating economy premium 2,229,466 


Total remuneration 7,880,864 francs 


The deficit after overhead for the 
year was 66,807,151 francs compared 
with 89,147,048 francs in 1920. 

In 1922, the company’s share to- 
taled 13,000,588 francs and the De- 
partment’s over-all deficit was 52,- 
480,970 francs. 

In 1923, the company received 9,- 
748,424 francs, and the over-all defi- 
cit was 63,480,105 francs. 

In 1924, the figures were 10,268,- 
854 francs versus 90,741,047 francs. 


AS this sort of thing continued 
despite increases in fare, the 
Department secured a modification 
(which is still in effect) of the con- 
tract on February 7, 1925, as fol- 
lows: 

The 6 per cent return on the cap- 
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ital stock remains, but there is now 
only one bonus or premium. This is 
0.9 per cent of the ratio of the re- 
ceipts to the expenses, multiplied by 
the receipts. It may be represented 
by the formula: 
P=0,.009(R=+D)R 

In this formula R represents the 
total receipts and D the operating ex- 
penses, including taxes plus certain 
other charges. This method embodies 
the principles of both the former 
bonuses in that it encourages an in- 
crease in receipts and a decrease in 
operating expenses. 

The bonus is subject to deductions 
if it amounts to 5,000,000 francs a 
year. The Department receives 20 
per cent of the bonus if it ranges 
between 5,000,000 and 8,000,000 
francs ; 30 per cent if between 8,000,- 
000 and 10,000,000 francs, and 40 
per cent if it exceeds 10,000,000 
francs. 

The bonus is also subject to a dis- 
count in any year with an operating 
deficit. This percentage is calculated 
according to the formula: 

0.5 (D—R)+R 
In the above, D, as before, repre- 
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sents expenses and R the receipts. 
This deduction, however, cannot be 
more than 20 per cent of the bonus 
otherwise earned. 

The 4 per cent of gross receipts for 
employees is continued. 


i 1926, the deficit from operation 
was reduced by 27,977,000 francs 
to only 321,052 francs, compared 
with 1925. The Department’s over-all 
deficit was 95,062,000 francs, which 
was a cut of 35,439,000 francs over 
1925. However, the company earned 
12,886,897 francs. 

The improved result for the De- 
partment came largely through a 25 
per cent fare increase. 

In 1927, the deficit totaled 85,230,- 
000 francs. The company received 
only 7,647,384 francs, of which 3,- 
600,000 francs represented the 6 per 
cent on capital. Hence the total re- 
turn on its investment plus brains was 
on the order of 12.4 per cent. 

Thus it will be seen that under both 
bonus plans, the management is on 
the plus side—although one of the 
management did tell the writer that 
the return was not so much, after all! 





The State Commissions as Protectors of the 
Public Interest 


T 4 HE demand for Federal regulation on the one hand, 

and government ownership on the other, is predi- 
cated to a large extent upon the charge that state regulation 
has fallen down. While it is easy to demonstrate that this 
is not true, the most convincing way to meet such charges 
is to strengthen and broaden the regulatory powers of the 
Commissions so as to leave no doubt in the minds of our 
customers and the public generally that Public Service 
Commissions are the most effective agencies for the pro- 
tection of the public interest.” 


—Puiwie H. Gapsen 


VICE PRESIDENT, UNITED GAS IMPROVEMENT CO. 
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O NE of the aims in establishing Pub- 

lic Service Commissions was to 
take public utility business out of poli- 
tics. The mixture of business and poli- 
tics was regarded as a malady which 
needed to be cured for the public good. 
Recentiy the old trouble has developed 
in spots and now threatens to become 
an epidemic of national extent. 

Political writers say we are in for an 
offensive against the utilities, the Public 
Service Commissions, and the courts. 

Some signs point that way. We are 
having the Federal Trade investigation 
of the electric industry. Public Service 
Commissions have been attacked. The 
Supreme Court of the United States has 
come in for criticism. 

Well, what is the issue? What lies 
back of the government ownership 
propaganda, the anti-Commission prop- 
aganda, and the anti-Federal court 
propaganda? 

It’s a rate question ; nothing more. 

Moreover it is a question of the rea- 
sonableness of rates for domestic serv- 
ice. That will be the objective of any 
offensive against the State Commissions 
and the courts. The appeal will be 
made for lower domestic rates. It will 
be made to the average user of the 
service, the so-called plain people of 
the country. An appeal to the plain 
people will be perfectly proper because 
the plain people comprise most of us. 
We constitute the backbone of the coun- 


What the Rate Issue Amounts to 





try and make up its voting strength. 

The charge will be made that the 
Commissions for a number of reasons 
have not prevented the utilities from 
levying excessive charges for domestic 
service, on the assumption that the peo- 
ple generally are complaining of exorbi- 
tant charges for utility service. But, as 
recently pointed out by the Wisconsin 
Commission, there is no outstanding 
discontent over utility charges outside 
of a limited circle of agitation. The 
public, of course, may be wrong and the 
agitators right. 

If a political issue arises facts will 
count far more than theories. The 
average ratepayer is not so much con- 
cerned with legal and economic ideas as 
to what should constitute the rate base 
as he is with his monthly bills. 

What about the burden of bills for 
domestic service? The electric industry 
will come in for its share of criticism; 
but the daily cost of domestic electric 
service on the average is less than the 
price of a plain soda. 

Is the average domestic consumer 
going to get excited about that? Not 
if he compares the daily cost of that 
service together with the cost of his 
telephone, gas, and water service with 
the daily cost of political service com- 
puted from his tax bills. Not if he 
compares the cost with that of some 
of the other items of the household 
budget. 











Remarkable Remarks 








Tuomas A. Epison 
Inventor. 


Ernest DEAN MARTIN 
Director, People’s Institute, 
New York. 


Preston S. ARKWRIGHT 
President, Georgia Power 
Company. 


T. J. Smita 
Editor “So the People 
May Know.” 


CHARLES GoRDON 
Managing Director, American 
Electric Railway Association. 


Mark SULLIVAN 
Political writer. 


An editorial in the 
“Portland Oregonian.” 


BERNARD J. MULLANEY 
President, American Gas 
Association. 


“The United States Government is the most inefficient 
big business organization in operation today.” 


> 


“Everything the propagandist does or says is for ef- 
fect—most commonly the effect on fools.” 


> 


“We have publicity in the papers, of a kind. 
You expect to have a little color put on you when red 
radicals and yellow newspapers start to paint you.” 


> 


“There are several honorable ways to oppose utility 
merchandising. The surest way is to get your town to 
take over the local gas and electric plants.” 


* 


“Approximately 70 per cent of all the people who 
use the streets of any modern American city for trans- 
portation are passengers in street cars.” 


* 


“Water power about which Governor Roosevelt is ex- 
cited, is becoming negligible as a source of electricity. 
The making of electricity from coal has been so cheap- 
ened and perfected that public utilities don’t care about 
water power any more.” 


> 


“Plants owned by the public are managed by men 
chosen for political, not for business reasons, who can 
use their positions to catch votes and thus to stave off 
investigation. Private power companies are run by men 
picked for business reasons, principally ability to build 
and operate with economy and to sell at profit. The 
two points of view are diametrically opposed.” 


Sa 
“The Federal Trade Commission inquiry at Washing- 
ton has been going on about two years. . . . Any 


fair-minded and analytical examiner of those proceed- 
ings will see that something more than 99 per cent of 
the so-called ‘disclosures’ of ‘power-trust’ iniquity, as 
fed out to the public, have been misrepresentations and 
frequently falsehoods.” 
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Wut Rocers 


Humorist and philosopher. 


FranK KENT 
Editorial writer on the 
“Baltimore Sun.” 


Epwin S. Frienpiy 
Business Manager, 
New York Sun. 


H. I. Pai.urps 
Columnist and wit. 


Mark SULLIVAN 
Political writer. 


THEODORE CHRISTIANSON 
Governor of Minnesota. 


“We finally got the real low-down on the intelligence 
of the Senate. The Capitol building put in dial tele- 
phones and out of ninety-six members only two knew 
enough to work ’em, and both these members were men 
who had been defeated at the last election, showing they 
knew entirely too much to be in there.” 


* 


“The disposition to make public utility valuation in- 
stead of prohibition the paramount party issue in 1932 
does not commend itself very strongly to some who 
think there is a real chance to win next time. 

It is very poor political strategy. To do so is a Sas 
way to insure another Democratic defeat.” 


* 


“The average department store appropriates about 4 
per cent of gross income for advertising. If the average 
New York department store finds it profitable to do this, 
there seems every reason to believe that the average 
utility would find it also profitable to spend more for 
newspaper advertising.” 


* 


“The United States has sued the Radio Corporation, 
General Electric, Westinghouse, American Telephone & 
Telegraph, General Motors, and General Motors Radio 
Corporation. If it wins we will presumably have to go 
back to the magic-lantern, the horse and buggy, and the 
vaudeville ventriloquist for diversion.” 


- 


“Clearly, the ‘present reproduction value’ of public 
utilities is going down pretty rapidly. Whatever ad- 
vantage there is to public utilities in adopting the ‘pres- 
ent reproduction value’ theory and whatever disadvan- 
tage to the public, is curing itself fast. By 1932, if 
things go on this way, Governor Roosevelt may find this 
issue has largely disappeared. He may find that in op- 
posing the ‘present reproduction value’ theory he is 
cheerfully joined by the public utilities themselves.” 


* 


“Not satisfied with removing water from lakes and 
swamps, where it was intended there should be water, 
we are impounding waters in places where, in the orig- 
inal scheme of things, there was no intention that waters 
should be impounded. We are doing it in most cases 
not because there is pressing need for water-power de- 
velopment but because there is profit in it. We are do- 
ing it in order that millionaires who are already too rich 
may become richer, and in spite of the fact that the peo- 
ple, who are already too poor in scenic and recreational 
assets, will be made poorer in the things which feed 
the soul.” 
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“Man Overboard!” 


No. 4: Heroes oF THE ARMY OF INDUSTRY 


How a big idea came to a public utility employee for 
saving lives—and how his idea was translated into an 
act that won him the Sloan Award. 


By ARMSTRONG PERRY 


DOG on a coal barge was watch- 
A ing the process of bringing her 
alongside the dock of the Hud- 
son avenue generating station of the 
Brooklyn Edison Company. With 
canine fidelity he assumed full re- 
sponsibility for the operation. His 
idea of handling the job was to be 
everywhere at once and bark as loud- 
ly as possible. 

The tide was running strongly and 
there was the usual wash from craft 
that filled the East river. The barge 
bumped the piles just as the dog 
lunged toward the rail. The dog, be- 
ing aft where the curve of the hull 
left a space for the moment between 
it and the pier, went overboard. 


N the dock was John Lugris, 
foreman of the coal handlers. 
Unconscious that his face and figure 
make him easier to look at than many 
a man who has the flappers gushing 
over him at the movies, John is satis- 
fied to work at a he-man job where 
one is required to seek shelter when 
coal is being hoisted to avoid being 
struck by lumps of coal that spill out 
of the clamshell bucket as it shoots 
skyward at the end of a few hundred 
feet of cable. 
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He came from Spain, and is one of 
those easy-going fellows who never 
appear to be in a hurry. But before 
that barge had a chance to crush the 
dog against the barnacles, John had 
seven husky coal heavers leaning 
against the hull to hold it off while 
others fished the captain’s faithful 
friend out of the brine. 

The dog came out wet, happy, and 
pretending that he did it all on pur- 
pose. The men went back to their 
work. Lugris, being a man with 
imagination, began to speculate. 

“What,” thought he, “would have 
happened if it had been a man over- 
board, instead of a dog, and if it had 
been a 5,000-ton collier instead of a 
500-ton barge? No seven men in the 
world could hold off a loaded collier, 
and there might not be even that 
many around.” His conclusion was 
that any man who fell overboard un- 
der such conditions would simply be 
out of luck. 

Furthermore, a man’s going over- 
board at that point was easily possi- 
ble. In the winter the coal carrying 
craft that docked there were often 
covered with ice. So were the tim- 
bers of the dock. Then there were 
the lighters that took the ashes from 
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the plant and floated them out to sea. 
They were loaded so that the cargo 
formed an inclined plane reaching 
from the top of the load to the rail. 
Deck hands often came down the 
slope in a way that made it easy to 
slip and go over the rail. 


Sot men would have dismissed 
the problem by _ remarking: 
“Something ought to be done.” Lu- 
gris, not being that kind of man, 
made up his mind to do something 
about it. 

At this point of the story enters 
an element that deserves special em- 
phasis—system. 

In earlier days of American indus- 
try the better class of public utility 
corporations took care of their men 
in case of accident, but not so many 
of them made it their business to pre- 
vent accidents. The Brooklyn Edison 
Company, however, having observed 
that workmen cherish a natural and 
intense dislike for being killed and 
maimed, began to encourage them to 
believe that such things were prevent- 
able. 

The company developed a system. 
By the time the dog fell overboard, 
every one of its 14,000 employees, ex- 
cepting laborers with less than one 
year of experience with the company, 
was receiving instruction in accident 
prevention and first aid—on the com- 
pany’s time. 

Nearly three hundred of the men 
and women had qualified as instruc- 
tors and were teaching the others. 
Even the untaught laborers were pro- 
tected, for they always were working 
under someone who knew what to do 
when anything went wrong. 

Supplementing this program of 
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safety instruction was a suggestion 
award plan which encouraged fore- 
sight by offering rewards for useful 
ideas, and that award plan which 
stimulated Lugris as he turned over 
in his mind the problem presented by 
the accident to the dog that he had 
recently rescued. 


UDDENLY the solution came to him. 

He grabbed his tools and con- 
structed a device that met every re- 
quirement. The idea of a wedge, or 
bumper, that would hold even a 
heavy vessel away from the dock had 
presented itself long before, but with 
a lot of sub-contractors handling ma- 
terials on the dock anything that could 
be used as a skid or a roller disap- 
peared almost as soon as it was laid 
down. The trick was to make one 
that would always be where it was 
needed. 

Lugris produced a gadget that 
would keep any seaman or landlub- 
ber guessing for a week. It could 
be used for only one purpose. It 
was thicker than a man’s body, and 
was covered with humps that prevent- 
ed its rolling. It was strong enough 
to hold the British Navy. There was 
a ring in the end, and a rope eye- 
spliced into the ring. 

He laid it on the string piece of 
the pier. It stayed there. It excited 
curiosity and Lugris explained how 
to use it. 

Weeks rolled by. At first Lugris 
had been afraid that somebody would 
fall overboard; now he was afraid 
that nobody would. The life preserv- 
ers, the bumper, and John were all 
ready. The life preserver idea was 
some other fellow’s and he had been 
rewarded for it. 
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A’ last it happened. The 3,800- 
ton collier Tracy came in and 
bumped the pier. John Crow, a mem- 
ber of the crew, obligingly, though 
without premeditation, fell overboard. 

“Man overboard!” the startled cry 
rang out. 

Down in the cold, salt water was 
Crow, with 3,800 tons of ship on one 
side and barnacle-covered piles and 
timbers on the other. 

The space narrowed as the ship 
swung in. Death in one of it most 
horrible forms moved irresistibly 
upon him. To be crushed and ground 
between those merciless walls, in icy, 
oily, stinging, strangling water, would 
be a fate too terrible for words to 
tell. 

Lugris, up above him on the pier, 
jerked a rope. 

Plop! Lugris’ bumper struck the 
water. 

The collier crunched, the piles 
groaned, but the space between them 
narrowed no more. 

Splash! A life preserver hit the 


brine beside the terror-stricken sailor. 

Above it showed the face of John 
Martin, coal handler, another Edison 
man, grinning encouragement while 
his strong hands held the line. 

So simple is a rescue, even in a 
desperate situation, when men of 
forethought and ingenuity have beat- 
en Old Man Trouble to it. 


HE hard part was yet to come. 

Lugris had to dress up and go 
over to the K. of C. Building and 
be a hero. Back in 1926, the Mat- 
thew S. Sloan Award had been estab- 
lished, “for exhibition of exceptional 
forethought, presence of mind or 
bravery in connection with the com- 
pany’s business.”” Everybody except 
Lugris agreed that this description 
exactly fitted the deed that he had 
done, and he had to yield to the ma- 
jority. 

So they presented him with a gold 
watch which will be proudly shown 
as an heirloom to generations of chil- 
dren yet to come. 





Free Car Rides on City-owned Railways 


Pvztc ownership of street railways without fares was 
recently advocated by a citizen of San Francisco. 


He 


said that the land which benefited by street cars should 
bear the burden of operating costs. 

It was not stated whether the advocate of this proposi- 
tion is himself a land owner or a mere patron of the com- 
pany, trying to pin the cost of operation on someone else. 

But such a tax would reach every family of the city, 


whether it owned any land or not. 


The additional tax 


burden would be collected by the landlord in the shape of 
rent, and it is a safe prediction that he would not hesitate 
to collect enough to cover the additional cost. 























As Seen from the Side-lines 





ANIEL Webster, it seems, had de- 
livered himself of a magnificent 
oratorial effort in Washington. The 
House members were enthralled by his 
lucidity, his force, and by the elegance 


of his style. 
* 


HE was an embryo; a pure novitiate. 
He had set himself to this one speech, 
they believed, and knew no other; he 
was but a flash in the pan. So they de- 
cided to test him. His committee en- 
trusted him with the charge of an in- 
significant bit of legislation, and when 
it was produced upon the House floor 
it was hammered into a misshapen 
thing by the orators of the West and 
South. 

. * 


WEBSTER was by this strategy com- 
pelled to defend it and himself and his 
beloved New Hampshire extemporane- 


ously. 
* * 


He conceded in his impromptu speech 
the magnificence of the West with its 
scenic glories, and he allowed the chiv- 
alry and gentility of the South. But he 
insisted that when God made New Eng- 
land he carved the face of a man upon 
one of its highest mountain peaks as a 
trade-mark, a symbol that henceforth 
strong and honest men would be the 
gift of New England to the Nation. 

* * 

IF our recollections are wrong, please 

check and double-check. 
* * 

Ir was merely laying the base that 
New Hampshire is still producing what 
it likes to regard in all modesty as firm, 
strong, and just men. 

* * 

WE have, as the examples of their 
conviction, Mr. Mayland Morse, chair- 
man of the New Hampshire Public 
Service Commission, and Mr. John E. 
Sullivan, the Commissioner of Insur- 
ance; also we have, to supply the mo- 
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tive, the Associated Gas & Electric 
Company of New York. 
* * 


Ir appears from the record that the 
New York organization organized its 
way into New Hampshire and acquired 
some of its strong and potentially strong 
gas and electric companies. And it also 
appears that the New England Gas & 
Electric Association had begun in New 
Hampshire the promotion of a new 
bond issue totaling some $20,000,000. 

* * 


Mr. SuLLivan cast his eye over the 
premises and decided to cancel or sus- 
pend the licenses of those dealers who 
were engaged in the marketing of these 
bonds. He did it under the statute 
power which the New Hampshire leg- 
islature—(the House has about 450 - 
members but still manages to transact 
business at least once in a while)—had 
conferred upon him and, he said, in the 
interest of conserving the rights of the 
prospective New Hampshire investors. 

* * 


WE do not pretend to know whether 
the New England Gas & Electric bonds 
had any corporate connection with 
Associated Gas and Electric of New 
York, but we do know that a few hours 
later the Public Service Commission 
cited the latter company to appear be- 
fore it and to reveal its historic and 
financial structure from the day when 
the brain of man first conceived it and 
with the meticulousness of detail that 
would put a New Hampshire store- 
keeper to rout. We do know also that 
Concord is not so large a city that 
Messrs. Sullivan and Morse would have 
any difficulty in meeting each other on 
Main street by accident. 

* * 


Now the Commission ordered the 
New York company to present what it 
called “comprehensive information” of 
its methods of operation, of its financial 
responsibility and of its association with 





or control over those ancient types of 
New Hampshire public utilities which 
may have come into being concurrently 
with Mr. Webster but which have since 
taken on a distinctly big city flavor of 
ownership. 

* . 

Tue Associated promptly rebelled. 
It filed an injunction in the court to 
restrain the Commissioners from going 
ahead with their probary plan. And 
what they said about the Commission’s 
intention would hardly bear repeating 
in coeducational company. 

* * 

Tue Commission’s order would de- 
prive the company of its property with- 
out the due process of law, in violation 
of the Federal Constitution (they call 
it “Federal” up in New Hampshire 
rather than “national”. 

* * 

WITHOUT justice or good sense, it 
would require the business secrets of 
its affiliates to be spread upon the rec- 
ords, open to all, including possible 


competitors. 
* 


It is “illegal,” “invalid,” “excessive,” 
and a few other things that Mr. Black- 
stone forgot to think up. 

* * 


It would result in needless incon- 
venience, expense, and would cause ir- 
reparable damage. 

* * 

Ir would seem that for adjectives 
they searched through Bartlett’s famous 
quotations and Noah Webster’s big 
book. (Bartlett, by the way, is a New 
Hampshire name of past and present 
historic incidence, but Noah was no kin 
to Daniel. You see, we are taking an 
awful chance with history. Check and 
double-check. ) 

* * 

THE nub of this whole thing, as we 
see it, is that it involves the state’s rights 
in the matters of regulation of public 
utilities ; that is, to the extent to which 
the state may delve in its search for 
information. 
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INVOLVING the right of a single state, 
it may, too, lay the precedent affecting 
all the other states of the Union in simi- 
lar affairs. 

* - 

Ir could well be assumed that the 
company has employed intelligent and 
well-equipped counsel to represent it in 
this case. Mr. Robert G. Dodge of 
Boston is that gentleman. We can not 
conceive of his raising of the Federal 
Constitution as his barrier of safety, 
without being prepared finally, in the 
event of defeat, to go to the place where 
the final decisions affecting that instru- 
ment are given, namely, the United 
States Supreme Court. 

* * 


So, if you see a tall, good-looking 
man, of ascetic Yankee appearance, 
hustling up Pennsylvania avenue in the 
near future with a brief case in his 
hand it may be none other that Mr. 
Robert G. Dodge. 


* * 


Anp if you hear of the New Willard 
making reservations “for a New Hamp- 
shire delegation” you may count upon 
recognizing Mr. Morse, Mr. Sullivan, 
and the finest legal talent which that 
old state can produce. 

* * 


New Hampshire has a way with it 
of respecting its rights and of treasur- 
ing them with great seriousness. Un- 
like the Cork man it will not fight for 
the fun of it but, like the Kerry man, 
when once forced into it, can be relied 
upon to give a good account of itself. 

* * 

SPEAKING of history, did you know 
that New Hampshire once gave to the 
United States Supreme Court an asso- 
ciate justice who was no lawyer at all; 
that is, he had neither a college diploma 
nor a bar exam certificate to show for 
it? 
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What Others Think 





Should Regulation Be Let Alone, 
Patched Up, or Cut Out? 


HAT is wrong with state regula- 

tion of public utilities? Since 
approximately 1907, the states have 
one by one embraced the principle that 
private ownership and operation of 
public utilities functioning under state 
regulation with monopolies guarded by 
the state is the best available mode of 
achieving adequate service and reason- 
able rates with due regard to the utili- 
ties and the public. 

Yet within the past three years an 
epidemic of outbreaks has occurred in 
such states as New York and Massa- 
chusetts, where Commission regulation 
has had such a long and apparently 
honorable record, persisting in raising 
the question of whether or not private 
ownership under public control is after 
all the best solution of the problem. 

In New York, a more radical group 
of the special commissioners, appointed 
to investigate the function of Commis- 
sion regulation, has broken into open 
revolt declaring regulation has failed 
and even if patched up will be only a 
sorry and temporary substitute for ulti- 
mate public ownership and operation of 
public utilities. In Massachusetts, on 
the other hand, we have a group includ- 
ing Utility Commissioners of that state 
themselves laying the blame on the 
shoulders of the Federal judiciary for 
thwarting by injunctions the attempted 
work of the State Commission. 

A more conservative group in New 
York insists that the Public Service 
Commissions need overhauling and leg- 
islation upholstering plus native ability 
among the Commissioners. 


NTELLIGENCE and leadership and a 
high conception of public duty 
count more than economic formulas, 
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and regulating policing agencies in the 
proper conduct of public utility busi- 
ness, in the opinion of Colonel W. J. 
Donovan, former assistant to the At- 
torney General of the United States, 
and general counsel of the recent in- 
vestigating commission of the Empire 
state. He says: 


“In 1907, the state of New York enacted 
a law to regulate public utilities in that 
state. After some twenty years of experi- 
ence under that law, the legislature created 
a commission to study and to consider the 
results which had been achieved under that 
law, to point out the defects which existed, 
and to propose any measures which might 
be necessary to make more effective the 
regulation of the public utilities of that 
state. I had the honor to serve as coun- 
sel to that commission and to participate in 
its work. The results of that inquiry have 
just been made public. I do not propose 
to burden you with a recital of the de- 
tails of those findings, but rather to point 
out that to some at least it disclosed what 
should have been obvious; namely, that 
adequate machinery is not enough; that 
economic formulas will not suffice; that 
regulatory policing agencies are not effec- 
tive; that, after all, we must depend upon 
intelligence and leadership and a high con- 
ception of public duty; that these qualities 
must exist not only in the officers of the 
state, but in the executives of the indus- 
t ry.” 


AS viewpoint of the situation 
is represented by Mr. H. C. Hop- 
son, vice president and treasurer of the 
Associated Gas & Electric Company. 
He also believes regulation is useless, 
but for reasons quite contrary to those 
given by the appointees of Governor 
Roosevelt to the investigating commis- 
sion. He represents the ultra conserva- 
tive utility viewpoint—the sentiment of 
the utilities as it was when regulation 
was first suggested and when the utili- 
ties fought the idea very bitterly. He 
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might be probably called one of the 
“old school” of utility men. He says: 


“The greatest development of the public 
utility business has occurred within the 
past twenty years. Other than in a few 
of the larger cities where conditions were 
exceptional, growth was difficult because 
of the high costs of construction and 
sparseness of business. In addition, the 
difficulties presented to operating com- 
— through having every move as to 
nancing and planning of expansion and 
growth subjected to the delay incident to 
modification, change, and possible veto of a 
regulatory body and the competitive pro- 
posals of other concerns, practically stopped 
expansion by or through them.” 


Mr. Hopson is especially vigorous in 
his opposition to the proposal to regu- 
late utility holding companies. Con- 
cerning this aspect he states : 


“T do not believe that holding companies 
and their affiliated enterprises can be ef- 
ficiently regulated by either the state or the 
Federal Government. If they could be, it 
would still be highly undesirable. Even 
though the proposed regulation was 100 
per cent efficient I believe it would prac- 
tically stop the growth of many of the 
most useful and energetic enterprises 
which are now doing the most good until 
the legislators saw the error and modified 
the restrictions. Any regulations, how- 
ever, which are imposed would probably 
not be very complete or efficient and, 
therefore, would have the effect of accom- 
plishing no good but would merely add a 
few more laws to the statute books, in- 
crease taxes to pay persons to enforce 
them, and, at the same time, greatly in- 
crease the expense of doing business by 
enterprises which I believe now devote 
every cent they can get to expand their 
businesses and improve their service.” 


em D. F. Pegrum, of the Uni- 
versity of California, believes that 


the present system of state regulation 
over-emphasizes the legislative features 
at the expense of the economic features. 
He says that the fact that rate making 
is primarily an economic rather than a 
legal or theoretical problem is often 
overlooked. He states: 


“Rate making is in the first instance 
an economic problem and no amount of 
law can make it otherwise. Commissions 
may prevent charges rising, to an extent 
at least, but by so doing they may seri- 
ously hamper the utilities. This has been 
the experience with railroads and street 


railways in this country. The authorities 
cannot, however, prevent rates, or at least 
earnings, falling. Thus, if utilities are to 
get an adequate income they must do so 
during periods of prosperity. The finan- 
cial needs of public service corporations 
must be met sometime; they cannot be met, 
on the whole, during times of depression, 
hence they must be allowed to make up 
lost ground during good times. In addi- 
tion, attention should also be directed to 
the necessity of acquiring, at the same 
time, a reserve strength sufficient to take 
care of future periods of strain.” 


Professor Pegrum attacks, as a spe- 
cific instance of the tendency of Com- 
missions and courts to over-emphasize 
arbitrary legal regulation without re- 
gard to economics, the wide application 
of the doctrine of a “fair return on fair 
value.” On this point he observes: 


“This close relationship between the in- 
come of public service corporations and 
contemporary economic conditions has 
been obscured by the theory of a ‘fair re- 
turn on a fair value,’ at least as it is cur- 
rently interpreted by Commissions. The 
tendency of rate-making bodies is to fix 
upon a given rate of return, as the fair 
one; then rates are adjusted so as to yield, 
as nearly as possible, this theoretically 
fair return with little regard to prevailing 
conditions in other lines of business. This 
seems to be shortsighted and economically 
unsound. An adjustment of charges more 
nearly in accordance with current busi- 
ness conditions would redound to the bene- 
fit of utilities and consumers of their serv- 
ices alike. The Transportation Act of 
1920 appears to hamper the Interstate Com- 
merce Commission in this respect, but no 
such limitation prevails in many of the 
states. For example, the California Rail- 
road Commission has a completely free 
hand in rate making as far as controlling 
legislation is concerned. Nevertheless, the 
theory that rates should yield a constant 
return at all times persists, even there.” 


F course, we must remember in 

this regard that no state or Com- 
mission has the final say as to what 
shall be a reasonable return for a pub- 
lic utility company. Even if there were 
no constitutional prohibition against 
confiscation, and a Commission could 
declare a one per cent return reasona- 
ble, that would not settle the question. 
Whether a return is reasonable or not 
is really determined by the man who 
has the money to invest. That is an 
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economic law which no state, Commis- 
sion, or court can set aside. 
7. voice raised on the west 

coast would seem to take issue 
with the position of Mr. Hopson, out- 
lined above, as to the need for the regu- 
lation of holding companies. This 
voice comes from Mr. Barclay J. 
Sickler, in an article in the Journal of 
Land and Public Utility Economics, 
which contains an excellent discussion 
of the extent of regulation of inter- 
related companies on.the Pacific coast. 
Mr. Sickler weighs the arguments about 
holding company regulation both pro 
and con. He says: 


“Opponents of regulation of holding 
companies base their opposition largely on 
the contention that such regulation is un- 
necessary, for through Commission control 
of the operating companies and the fact 
that rates are based on fair value, not 
capitalization, Commissions now have the 
power to prevent holding company capi- 
talization and practices from adversely af- 
fecting consumers. Public Utility Commis- 
sions have no legal necessity to consider 
either operating or holding company capi- 
talization in fixing rates, but should base 
these solely on the fair value of the phys- 
ical properties used. A rate is not con- 
fiscatory if it provides a fair return on 
this value, even if it fails to provide suf- 
ficient income to pay interest on holding 
company bonds. 

“In addition, overcapitalization is said to 
be unlikely, for investment bankers have 
close supervision over the financing of 
holding companies and will not permit 
such practices. Blue sky laws also tend to 
prevent this. Besides these restraints, it is 
said that the self-interest of the holding 
companies will cause them to avoid unsafe 
financing. 

“The competency of Commission per- 
sonnel to undertake the task of regulat- 
ing holding companies is also questioned. 
Certainly the regulation of a large holding 
company system with properties scattered 
all over the country would be very compli- 
cated. There can be no doubt that the cost 
of the regulatory system, both in expenses 
of Commissions and of the companies 
regulated, would be greatly increased.” 


Although Mr. Sickler proposes to 
leave the final decision as to the need 
of holding company regulation with the 
reader, his exposition of the arguments 
in favor of such regulation seem to be- 
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tray some sentiment on the part of the 
author for such legislation. He says: 


“On the other hand, those who favor 
this extension of regulation, state that how- 
ever true the theory is that holding com- 
pany capitalization does not affect rates 
charged consumers in practice it does not 
work out that way. Taking the extreme 
case where the holding company goes into 
receivership as the result of overcapitaliza- 
tion, as seems to be the case in the recent 
receivership of the Public Utilities Con- 
solidated Corporation, a Foshay 
holding company, the harm done the sub- 
sidiaries in the uncertainties of reorganiza- 
tion and the disorganization of their con- 
trolling agency is obviously very great. 
Furthermore, if reorganizations of hold- 
ing companies occur even occasionally, the 
market for public utility securities will be 
seriously damaged. 

“Before this final step takes place, and 
perhaps even averting it, the claim is made 
that the operating utility is likely to be bled 
to pay interest and dividend charges of 
the holding company. There are numerous 
ways in which this can be done without at- 
tracting attention, particularly as regula- 
tory bodies often do not have time, funds, 
nor inclination to scrutinize closely the 
utilities’ reports. Even if shady devices are 
not used, pressure on the management for 
more profits is likely to result in skimp- 
ing of maintenance and depreciation 
charges and deferring of renewals and ex- 
tensions with resultant deterioration of 
service. Certainly under such conditions 
possible decreases in rates will be deferred 
as long as possible and increases will be 
asked whenever a reasonable excuse can 
be found for so doing. 

“In addition to these extra-regulatory 
methods, by which holding company fixed 
charges tend to affect the operating com- 
panies’ rates and service, it is contended 
that holding company capitalization may 
possibly affect directly the rates allowed 
by regulatory bodies. So long as Commis- 
sions are composed of human beings, they 
are likely to take the interest of innocent 
investors into account when regulating 
rates, even though they are under no legal 
obligation to do so.” 


Regulation of the holding company by 
the State Commission will, however, be 
an admittedly difficult task. Mr. Sick- 
ler states : 


“Even after the Commissions have ac- 
cess to holding company records, they will 
still have many practical problems to sur- 
mount. The segregation of the costs of 
providing the particular services rendered 
to each subsidiary will be very difficult. 
Many of the services are provided jointly 
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to all, and very delicate problems of cost 
allocation will arise. The best that a Com- 
mission could hope to do, even with free 
access to all books, would be to approxi- 
mate cost of service. 

“The best solution of the problem seems 
to be to place the burden of proof of the 
reasonableness of payments made under 
management contracts on the utilities. 
Probably the adoption of a more practical 
point of view by judges is the only legal 
step necessary for such a requirement. 
Great difficulties would still remain in de- 
termining the cost of the services, but at 
least this would be put up to the manage- 
ment companies, who presumably know 
more about them than Commissions are 
likely to.” 


On this point we also have the opin- 
ion of the previously mentioned Mr. 
Hopson as to the cost of holding com- 
pany regulation. He states: 


“The principal difficulty with the regula- 
tion of public utilities at the present time 
is the necessary complexity of the business. 
What the public wants is the best service 
that it can possibly get at the most rea- 
sonable price. To be sure of this, it is 
necessary that regulation be simple. 

“The proposition that the staff and ex- 
pense A the Public Service Commission 
in the various states shall be doubled, 
trebled, or even quadrupled in order that 
the Commission which now exists may 
have jurisdiction over holding companies 
and over practices and methods which they 
have found necessary, and through which 
they hope to become more efficient; to have 
all their books and most detailed workings 
subjected to minute examination by swarms 
of accountants, engineers, lawyers, and 
other experts in an effort to find if they 
make any profit, and if so if there is not 
some means by which it can be taken away, 
will merely serve to increase the cost of 
doing business and accomplish nothing of 
benefit to the customer.” 


HESE are only current expressions 
| of dissatisfaction with Commis- 


sion regulation. The battle, however, 
has been waging for many months over 
a front so wide as to embrace the Na- 
tion. Summing up the foregoing and 
other evidence, the critics of Commis- 
sion regulation as it is, seem to be di- 
vided into three schools. Those who 
believe such regulation has been unfair 
to the utilities and should be done away 
with in favor of open competition be- 
tween private utilities. Those who be- 
lieve such regulation has been unfair to 
the public and should be done away with 
in favor of public ownership. 

By far, the largest school, however, 
seems to include those who believe that 
the Commission laws have become a 
little shop worn and obsolete, and that 
a good legislative overhauling, patching 
up the jurisdictional leaks, and tighten- 
ing the procedural screws plus leader- 
ship behind the wheel will make the 
machine of Commission regulation 
function more smoothly and efficiently 
than ever before. 


Future REGULATION oF Busses. By Colonel 
William J. Donovan. The Annals of the 
American Academy of Political and Social 
Science, Vol. CXLIX, 145. 


ComMENTS BASED ON TESTIMONY AND DaTA 
SUBMITTED BEFORE THE New YorK STATE 
LecisLative Commission. By H. C. Hop- 
son, Vice-President and Treasurer, Asso- 
ciated Gas & Electric Company. 


LEGAL versSUS EconoMiIc PRINCIPLES IN VAL- 
vation. By D. F. Pegrum, Assistant Pro- 
fessor of Economics, University of Cali- 
fornia. The Journal of Land and Public 
Utility Economics, May, 1930, p. 127. 


Tue Recucation or Pustic Utiriry INTEcRA- 
TION ON THE Paciric Coast. By Barclay 
J. Sickler. The Journal of Land and Pub- 
lic Utility Economics. Vol. VI, No. 1. 
February, 1930, p. 51. 





Eliminating Grade Crossings 
Is a Commission Job 


HE elimination of dangerous high- 

way railroad crossings is a func- 
tion of State Public Service Commis- 
sions that is seldom considered by the 
public. Yet it is important. 


Referring to this part of the work 
of the New Jersey Commission, Com- 
missioner Charles Browne has recently 
said: 

“One of the most important problems 
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which the Board has had to meet has to 
do with the elimination of dangerous rail- 
road grade crossings. There has been 
passed this year by the legislature a law 
whereby the railroads and the state will 
share the cost on a 50-50 basis of grade- 
crossing elimination. For this purpose 
there is given to this Board the sum of 

,000,000 each year, which is obtained 
from the present gasoline tax which is pro- 
ducing an excess over the original esti- 
mates.” 


Other Commissions also have dan- 
gerous crossing problems to solve. 


Pennsylvania, for example, expends 
about $1,000,000 a month in the elimi- 
nation of grade crossings. 

Where the highway and railroad 
grades have not been separated at the 
crossings, many crossings have been or- 
dered by the Commissions to be pro- 
tected by the installation of modern 
signaling devices. 

RecuLatinec Utinities In New Jersey. By 


Dr. Charles Browne. United States Daily, 
May 14, 1930. 





The Effect of Holding Company Charges 
on Utility Rates 


-_ HE function of holding companies 
seems to be somewhat of a mys- 
tery to the public. The fear is ex- 
pressed by those who are opposed to it 
that somehow it is organized merely 
for the purpose of raising rates to the 
public. Notwithstanding the fact that 
rates are not based on capitalization, 
but upon the value of the property of 
the operating companies, the “watered 
stock” argument is still advanced. Fear 
of exorbitant charges for services of the 
holding company to the operating com- 
pany is also expressed. 

These questions were recently dis- 
cussed before the Academy of Political 
Science by Martin J. Insull, president 
of the Middle West Utilities Company. 
Mr. Insull said: 


“The income of the investment or ‘hold- 
ing’ companies comes from earnings on 
securities owned—that which they may re- 
ceive as bankers, or as experts for services 
rendered in utility and other fields. 
Charges of holding companies to their sub- 
sidiaries for expert services have been the 
subject of criticism where they are made 
on the basis of a percentage of gross in- 
come and of total construction. If these 
charges have been above the market cost 
of such services the criticism is justified. 
However, whether these charges are made 
on a percentage basis or on a time basis 
for actual services rendered, they are sub- 
ject to the revision of the regulating Com- 
missions in the course of their supervision 
of capital and operating expenditures. 

“In fact, the Wisconsin Commission has 
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recently sent to operating companies a 
questionnaire dealing with charges made 
against them by holding companies. As 
the active head of a utility investment com- 
pany having subsidiary operating companies 
in twenty-nine states serving over: four 
thousand communities, the average popu- 
lation of which is less than 1,800, I see no 
reason why there should not be a complete 
understanding between the operating com- 
panies and the regulating Commissions in 
regard to holding company charges. Such 
charges should certainly not be greater than 
would be the market price for similar serv- 
ices rendered by outside expert firms which 
could render a service equal to that ren- 
dered by holding companies to their sub- 
sidiaries. It must be acknowledged that 
their experts, constantly dealing with util- 
ity problems, having utility experience cov- 
ering wide fields, have a better knowledge 
of the subject than independent experts. 
This expert service to large operating units 
may be only advisory, because such operat- 
ing units can support able utility organi- 
zations of their own. In these cases, how- 
ever, it is my experience that it is many 
times sought and in most cases proves very 
valuable to the operating company. 


¢¢ ¥ SEE no connection between the se- 

curity issues of a holding company 
and the rates and service of its subsidiary 
gee companies. Holding companies, 
like other corporations, must have their 
securities passed on by state security com- 
missions or approved by such authorities 
as they recognize before they are sold. As 
these commissions in many states, I be- 
lieve, came into being after the utility regu- 
lating Commissions, the regulation of 
operating company securities issues has 
been left with the utility regulating Com- 
missions. Their real function, however, 
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should be the regulation of rates and serv- 
ice and not that of regulating the issuance 
of securities. Their approval of the issu- 
ance of securities is in no sense a recog- 
nition of those securities for rate-making 
purposes, since the rate base is that of 
value of property and has nothing to do 
with the securities issued. 

“I am raising no objection to present 
methods, as I recognize the necessity of 
their approval of security issues keeps the 
commissions informed on capital expendi- 
tures of the operating companies. On the 
other hand, I see no reason for regulating 
Commissions to carry this extraneous 
function beyond where it is now to the 
regulation of securities of holding com- 
panies in which they have no interest ex- 
cept through the operating companies they 
were organized to regulate. The holding 
company or utilities investment company is 
entitled to the same freedom of action as 
any other business and it is that freedom 
that has enabled it to do the great work 
it has in the development of the electric 
industry in this country to a preéminent 


position in the whole world. Without it, 
that development would not have taken 
place and future development will be ma- 
terially retarded. In many ways the free- 
dom of action of the holding companies 
has made electricity cheaper. This it has 
done by financing operating companies hav- 
ing wide transmission and distribution sys- 
tems fed by up-to-date, economical generat- 
ing units. By its constant efforts for lower 
costs of production of its operating units, 
it has enabled them to compete with all 
other prime movers for the industrial 
power business of the Nation. Its operat- 
ing units have introduced appliances and 
promotional rates which have increased 
the diversity and amount of the residence 
business. This has all been to the end 
that everyone may be supplied with elec- 
tric service at continuously lowering 
rates.” 


Is tHe ContTrot oF OPERATING COMPANIES 


Surricirent? Address by Martin J. Insull. 
Proceedings of the Academy of Political 
Science, Vol. XIV, p. 85. 





The Power of the Courts to Declare 
Rate Orders Confiscatory 


ROFEsSOR John H. Gray, of the 

Graduate School of American Uni- 
versity, Washington, D. C., does not 
think much of the effectiveness of state 
regulation of utilities as now conducted. 
The Supreme Court is partly to blame 
for this, in his opinion, by its rulings 
as to valuation and confiscation. In a 
recent address on “The State Abdicates ; 
Utilities Govern Themselves,” he comes 
to the following conclusions : 


“1. Regulation, as at present practiced, is 
a dead letter and a farce. 

“2. There can be no effective regulation 
so long as valuation, by any method, is 
made the basis of regulation. 

“3. Holding companies must be con- 
trolled before regulation becomes possible. 
This will necessitate compulsory national 
incorporation, and require that all the 
property controlled by one group be owned 
directly by one corporation. 

“4. The corporate structure must be 
greatly simplified and the kinds of securi- 
ties strictly limited. 

“5. The emphasis ought to be thrown on 
the original organization and capitalization 
and on the accounting. 

“6. The court must be deprived of its 
power to declare void legislative acts and 


administrative regulatory orders on the 
mere ground that they are unreasonable, or 
confiscatory. 

“7. The state should abandon all idea of 
determining the general level of rates, and 
concern itself, so far as rates are con- 
cerned, with discrimination only. 

“We are already in practice bearing rates 
based on what the traffic will bear. We 
attempt to regulate because the industries 
are monopolistic. The only safe method 
of dealing with monopoly profits is not by 
fixing rates but by direct profits taxes in 
every field of monopoly. Our present 
methods in this field are as futile as try- 
ing to enforce competition in the industrial 
field by anti-trust acts. 

“If the foregoing suggestions seem radi- 
cal or impracticable, I answer that every- 
thing tried so far has failed, and that seri- 
ous conditions require radical treatment 
and fundamental remedies. At present, the 
general public takes little or no interest in 
this matter. But should we have a long 
business depression they will wake up, and 
all sorts of remedies more radical and 
dangerous than any proposed here are like- 
ly to be tried. We may look for the prop- 
osition for the election of all Federal 
judges, the recall of decisions, the recall of 
judges, the annulling of judicial decisions 
by direct vote of Congress, and many more 
like experiments. If the civilization sur- 
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vives such foolish measures as are likely 
to be tried, let us hope that out of the 
welter and the chaos will come some ra- 
tional and workable method of dealing with 
these industries so vital to our present 
civilization.” 

It will be observed that Professor 
Gray’s conclusions, relate fundamental- 
ly to the question of rates. They are 
based largely on the belief that the 
present basis of rate making is wrong. 

The courts, of course, cannot be 
deprived of their power to declare 
rate orders confiscatory, unless, of 


course, the Constitution is changed. 

In the meantime, the cost of utility 
service is the cheapest item in the house- 
hold budget. Many hundreds of deci- 
sions of the Commissions reducing 
rates indicate that rates are not based 
on all the traffic will bear. 

—H. C. S. 


Tue Strate Aspicates: Utitities Govern 
TuemseLves. An address by Professor 
John H. Gray, Graduate School of Ameri- 
can University, Washington, D. C. Pro- 
ceedings of the Academy of Political Sci- 
ence, Vol. xiv, p. 65. 
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The March of Events 





Retail Prices and Produc- 
tion Costs 


FLURRY of interest was aroused when 

Ambassador Frederic M. Sackett, at an 
international power conference in Berlin, 
said in effect that the cost of power to the 
consumer is fifteen times that of the cost of 
production. 

George N. Tidd, president of the American 
Gas & Electric Company came back with the 
statement that “The cost of a banana on the 
tree is infinitesimal, yet by the time it has 
been gathered and reached the fruit stand the 
ratio is nearer fifteen hundred to one than 
fifteen to one, and similar examples are com- 
mon in all kinds of industries.” 

The electrical industry, according to Mr. 
Tidd, is by no means the only, or even the 
most striking, example of the spread between 
production cost and the cost to the consumer. 
Continuing he said: 

“Perhaps the best analogy is in the supply 
of water for domestic use. The cost of pro- 
duction when the water is in the hills is noth- 
ing, but by the time it has been collected and 
[oer ape and transmitted to domestic users, 

igh expenses inevitably have been incurred. 

“There is a continuous chain of costs in 
the process of producing electrical energy 
from water in the hills or coal in the mines. 
By choosing any particular point in this chain 
for calculating the cost of production, any 
ratio you like can be obtained. The selling 
price may be not 15 but probably 150 times, 
if not 1,500 times, the cost of water in the 


¢. 
“On the other hand, it would be just as 
logical to calculate the ratio, not at the gen- 


erating station, but at some point between the 
central point and the customer—at some point 
where the ratio would be more like two or 
three times.” 

Matthew S. Sloan, president of the Na- 
tional Electric Light Association, among 
others, challenged the accuracy of Mr. Sack- 
ett’s statement. He said: 

“Electricity does not cost the great mass of 
consumers fifteen times what it costs to pro- 
duce, as Ambassador Sackett said. On the 
average the country over, the sales price to 
domestic consumers is not over four times 
the cost of energy at the power house.” 


a 


Association Favors Regulation 
of Taxicabs 


AXICAB legislation was given serious con- 

sideration by the members of the Nation- 
al Association of Taxicab Owners, at their 
convention in Chicago during the week of 
June 16th. A resolution was adopted to bring 
about regulation of the taxicab business as 
a public utility. 

After a preamble referring to cut rates and 
unfair competition; the nature of the business 
as a public utility; its recognition as a com- 
mon carrier; and the necessity of legislation, 
it was resoived that in seeking such legislation 
the following points be emphasized: (1) 
Placing the taxicab under the control of state 
or city utility commissions, (2) a requirement 
of a showing of public convenience and neces- 
sity, (3) indemnity provisions, (4) charges 
based on the taxi meter, and (5) minimum 
and maximum rates based on cost of opera- 
tion with reasonable profit. 


e 
Alabama 


Rural Electric Extensions 


HE adoption of uniform rules and prac- 
tices to be followed in constructing and 
operating rural electric extensions was the 
objective sought by the Commission in a hear- 
ing on June 2nd. A code of rules, regula- 
tions, and practices had been suggested by the 
engineering department of the Commission 
and ee by interested parties were in- 
vited. 
The question of territorial rights was 
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brought out at the hearing. Counsel for one 
of the power companies, for example, said 
that under the company’s present charter it 
had authority to serve the entirety of a cer- 
tain county. Another company, however, 
was in close proximity to certain rural or 
urban localities in the county. The Commis- 
sion, according to the Montgomery Journal & 
Times, reserved final ruling in view of fur- 
ther suggestions to be received and more ma- 
ture consideration of the problem, but ex- 
pressed the belief that the economic value to 


























result and the cost of serving the consumers 
would be the vital points to be considered. 

The Commission explained that its whole 
effort would be directed at a reasonable basis 
of procedure, and it was pointed out that a 
suggested rule provided that “before making 
extensions into territory other than desig- 
nated territory of the utility, the electric com- 
pany would be required to obtain a certificate 
of convenience and necessity as required by 
the state code.” 

Notice was given by the Alabama Power 
Company that it would recommend several 
changes in the code suggested by the Com- 
mission. The Alabama Utilities Company 
did likewise, and submitted, as an exhibit, a 
proposed contract form for rural service. 


. 
Mayor Skeptical of Rate- 
Cutting Contract 
H* T. Hartwell, mayor of Mobile, ac- 


cording to the Mobile Press, has re- 
fused to sign two contracts cutting rates for 
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power to the city and threatened “to build the 
mythical municipal power plant for which he 
has been talking.” He feared that there was 
some hidden motive in the contracts. To 
quote from the Press: 

“Some wise, shrewd lawyer has drawn this 
thing for a purpose,” bellowed the mayor, 
“but they’re not fooling me. I haven't. any 
confidence in them and won’t trust them.” 

The contracts were approved at a weekly 
conference of the city commission when it 
was shown that approximately $15,000 an- 
nually would be saved to the city, CL. 
Rittenhouse, engineer of the Alabama Public 
Service Commission, was given credit for the 
discovery that the city could save $10,000 
yearly by pumping its water at night. The 
water department, under Mayor Hartwell, 
had been pumping in the daytime. Lower 
rates applied for off-peak or night water 
pumping. 

The contracts contained a clause requiring 
that six months’ notice must be given by 
either party before a contract for off-peak 
pumping could be terminated. The mayor 
objected to this on the ground that it would 
make the contracts “perpetual.” 


y 
California 


Electric Men Come by Air, 
Water, and Land 


A* influx of thousands of leading execu- 
tives of the electric industry was wel- 
comed in San Francisco during the week of 
June 16th for the annual convention of the 
National Electric Light Association. The 
San Francisco papers say that the guests ar- 
rived by regular trains, airplanes, and ships. 

The number of delegates with members of 
their families was estimated at more than 
4,000. They represented an estimated invested 
capital of $11,000,000,000 with a gross annual 
income of more ‘than $2,000,000,000. Manu- 
facturers and other affiliated industries in- 
cluded in the Association were said to repre- 
sent more than $2,000,000,000 of additional 
investment. 

A pretentious array of speakers delivered 
their messages before the convention. A de- 


mand was made by President Matthew S. 
Sloan, in his opening address, that economic 
principles be applied to laws protecting the 
public without penalizing the utility. He em- 
phasized the fact that what is needed now 
and for the future is not heat or hate or 
demagogy, but the application of economic 
laws which will command and reward the 
confidence of the investor without robbing 
the consumer. 

A feature of the convention was one of 
the most far-reaching radio hookups in his- 
tory. Through a system of low wave and 
high wave transmitters, submarine cables, 
telephone lines, and special equipment the 
convention was linked with a banquet hall in 
Berlin and with a radio station in England. 
Speakers in San Francisco were heard in the 
German capital and those in Germany were 
plainly heard in San Francisco. This was in 
connection with the second world power con- 
ference in Berlin. 


2 
Colorado 


Population and Rates 


ty cost or investment as the basis 
for rates is not apparently in favor with 
Those opposing 


the citizens of Leadville. 
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higher rates of the Leadville Water Com- 
pany have pointed out that there has been a 
large decrease in population in recent years, 
and they take the position that the value of 
the water works has decreased correspond- 








ingly. They say that, of course, the water 
company’s revenues have decrea but so 
have the revenues of every other person or 
institution depending on the public. 

The company about ten years ago made a 
similar move for higher rates, but failed to 
secure the approval of the Public Service 
Commission. Judge R. D. McLeod, city at- 
torney, is quoted in the Leadville Herald- 
Democrat as follows: 

“Due to the fact that a public utility, when 
it makes an investment, is not insured by the 
government against failure, that it has to use 
its own good judgment, and take its chances, 
just like other people who came here, and 
who built business blocks along Harrison 
avenue. Many of those buildings have been 
sold to the county for taxes, or are abandoned 
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—— and while the Leadville Water Com- 

has not reached that stage, in common 
ait other private investors, they have got 
to take their chances—that if the city grew, 
as in early days looked likely that it might 
have reached a population of fifty thou- 
sand, they would have had a tremendously 
valuable investment—but to try to throw 
on to the dwindling population the whole 
weight to produce a revenue on what they 
spent during the last fifty years is unrea- 
sonable.” 

The new schedule proposed by the water 
company, which was to be put into effect 
July ist, has been suspended by the Commis- 
sion until November Ist. This will give the 
Commission an opportunity to. investigate 
the reasonableness of the new rate. 


=e 
Distri&t of Columbia 


Valuation Is Important Issue 
in Fare Appeal 


Ata for the Capital Traction Com- 
pany and the Washington Railway & 
Electric Company on June 12th filed written 
briefs finally summing up the case in favor 
of the 10-cent car fare, with 4 tokens for 30 
cents. The order of the Commission refus- 
ing approval of these rates is attacked in the 
District supreme court on the ground of con- 
fiscation. 

People’s Counsel Richmond B. Keech and 
Assistant Corporation Counsel Vernon E. 
West, in a brief filed on June 6th, asked the 
court to deny the appeal for an increase in 
fare. They asked the court to order a re- 
valuation of the street car properties either 
through a master in chancery or through the 
Commission. No sufficient showing, they as- 
serted, had been made proving that the com- 
panies need the desired increase. 

The attorneys for the company take issue 
on this point. The Washington Star says in 
regard to their brief: 

“Revaluation of the petitioners’ property 
before any change in the rates, which is the 
method preferred by the Commission and the 
people’s counsel, is unnecessary, even illegal, 
according to the brief of the Washington Rail- 
way & Electric Company, written by Attor- 
neys John S. Barbour and S. Russell Bowen. 
They cite numerous cases to show that a 
‘last-minute inventory’ of the property of a 
utility seeking a higher rate is not neces- 
sary where its evidence as to value is un- 
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contradicted, and they assert that their evi- 
dence as to value is ‘virtually admitted’ by 
the Commission. Considerable space is de- 
voted, however, to rebutting assertions by 
lawyers for the Commission that there are 
errors in the company’s books, and that items 
are improperly retained in the valuation ac- 
count. If the Commission does not believe 
that the company’s value figures are substan- 
tially correct, the brief holds, a very cursory 
investigation would have proved that to be 
the fact. 

“The type of proof which the company 
submits now, the brief says, is the same as 
that on which the Commission itself in 1922 
puts its fares down. . 

“The brief of the Capital Traction Com- 
pany, written by Attorneys George E. Hamil- 
ton and G. Thomas Dunlop, dismisses Zelin- 
sky [witness on depreciation] with a state- 
ment that the court of appeals has settled the 
question of depreciation as to that company. 

“It attacks the Commission on the ground 
that the Commission’s original valuation of 
the property, together with the periodical 
financial and property reports made to it by 
the company, are of themselves a continuing 
physical inventory of the plaintiff’s property. 
For the Commission to say there is no such 
inventory is simply to say that it does not 
agree with its predecessors in office or at 
best that its predecessors have not discharged 
their duty to the public by keeping the records 
in reliable shape and up to date it says. Now 
the Commission is seeking to penalize the 
aaa for its own breaches of duty it 
adds.” 
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Florida 


Commissioners Renominated 


rs. Eaton, the first woman ever elected, 

or appointed, to a state regulatory Com- 

mission, was renominated in the recent Flor- 

ida primary. Her associate, Commissioner E. 

S. Matthews, was nominated to succeed him- 

self by a vote of 73,251 against 44,932 for his 
opponent. Mrs. Eaton was unopposed. 


Nomination in the Democratic primaries is 
accepted as election in Florida, for, as stated 
by John E. Benton, General Solicitor of the 
National Association of Railroad and Utili- 
ties Commissioners in his Bulletin, “they sim- 
ply do not elect Republicans in Florida, 
though how they turn all the Republicans who 
go there from other states into Democrats I 
do not know.” 


2 
Illinois 


Utilities Turn to Bonds 
Instead of Stock 


| oe Service Company of Northern II- 
linois has applied to the Illinois Commis- 
sion for authority to issue $15,000,000 princi- 
pal amount of its first lien and refunding 
mortgage 44 per cent bonds to be known as 
series E. The proceeds, says the Chicago 
News & Journal, will be used for capital ex- 
penditures. This paper, in an article on the 
new financing, continues : 

“This is the third of the Insull companies 
to apply to the Illinois Commerce Commission 
for authority to issue bonds as a means of 
providing additional funds required during 
the current year. On May 29th a fenton ar- 
ticle on the financial page of The Daily News 
predicted as an inevitable result of changes 
in the financial situation, that Commonwealth 
Edison, Public Service of Northern Illinois, 
Peoples Gas, Light & Coke Company, and 
others of the Insull group would turn to 
bonds instead of stock as a means of financ- 
ing and that this might lead the way to a more 
widespread local interest in bonds, as well as 
a reduced interest, in stocks for the time be- 


ing. 

“On June 3rd the Commonwealth Edison 
Company applied to the Illinois Commerce 
Commission for authority to issue $12,000,000 
of 44 per cent bonds. This issue is rapidly 
being prepared, under the leadership of Hal- 
sey, Stuart & Company, and should be offered 
to the public in the near future. On June 5th 
the Middle West Utilities Company, not men- 
tioned in the original prediction but unques- 
tionably a leading Insull company, applied to 
the Commission for authority to issue $50,- 
000,000 of 43 and 5 per cent notes. Today the 
Public Service issue, which was directly pre- 
dicted, gives the original forecast an accu- 
tacy, to date, of 66% per cent, and brings the 
total of new bond issues offered by the util- 
ity group to $77,000,000.” 


e 
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Chicago Traction Ordinance 


be proposed traction ordinance for the 
city of Chicago, which at the time of 
writing was still awaiting the approval or dis- 
approval of the Chicago voters on July Ist, 
is, according to the newspapers, one of the 
most important matters before the public, but 
a matter in which the public appears to have 
little interest. 

The Chicago City Club, in giving its ap- 
proval of the proposed indeterminate transit 
franchise, stated through a committee that it 
had had the traction problem under consid- 
eration for twenty-four years, and since serv- 
ice is the club’s main objective, there was no 
alternative but to support the ordinance. 
There were said to be defects in the ordinance 
and points where difference of opinion called 
for adjustment and compromise; but, in the 
opinion of the committee, passage of the or- 
dinance would constitute a big step toward a 
comprehensive, modern, local transportation 
system for the city. 

Apathy of the car riders toward the ordi- 
nance was found to be most discouraging 
prior to the election. Thousands of pamph- 
lets and other printed matter had been left in 
surface cars and elevated trains to be studied, 
but very few passengers indicated any inter- 
est in them. Opponents of the ordinance or- 
ganized open headquarters and waged a vigor- 
ous campaign to defeat it. They insisted that 
an increase of fares would be inevitable if the 
ordinance were adopted. 

Ex-Mayor Edward F. Dunne, who signed 
the state utilities bill when he was governor, 
issued a statement in opposition in which he 
objected, for one thing, that the city would 
not receive a direct rental for the use of the 
subways to be constructed, although the city 
would get 3 per cent of the company’s gross 
revenue. A rental, however, it has been stat- 
ed by the friends of the ordinance, would add 
just so much to operating expenses, which the 
car rider would pay. 
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Indiana 


Bloomington Electric Rates Go 
before Commission 


T= city of Bloomington and the Interstate 
Public Service Company failed to agree, 
after negotiations, concerning light and power 
rates, and on June 13th a petition was filed 
with the Public Service Commission by city 
officials seeking a reduction in charges. The 
petition alleges that rates yield revenue in ex- 
cess of what the company is entitled to earn. 


* 
City Wins Point in Gas Case 


upcE Baltzell, of the Federal court, has de- 

cided in favor of the city of Indianapolis 
in a suit brought by shareholders contesting 
the proposed transfer of the Citizens Gas 
Company to the city in accordance with the 
terms of an agreement entered into many 
ears ago. Notice of appeal, however, has 

n given and the case will be reviewed by 
a higher court. 

When the company started operating, its 
management was placed in the hands of a 
board of trustees who were to operate for 
the benefit of the public, and after a term of 
twenty-five years the city was given the right 


to acquire the plant. Stockholders have taken 
the position that changes in the situation un- 
der the indeterminate permit law have placed 
the city where it cannot now insist upon tak- 
ing over the plant. Thus far they have failed 
in the courts to sustain this position. 


> 


Gary Electric Rate Dispute 
Is Settled 


HE controversy over electric rates in 

Gary launched more than a year ago, says 
the Gary Glen Park News, has been brought 
to an end by members of a citizen’s rate com- 
mittee agreeing with representatives of the 
Gary Heat Light & Water Company on a 
new schedule for the city, which will result 
in an average saving of about 20 per cent to 
the ple of the city on their light bills. 

The new rate will result in a reduction for 
all types of service except to those who use 
very small amounts of current. The present 
rate for domestic use is 8 cents for the first 
50 kilowatt hours, and 7 cents for the next 50. 
Under the new rate, home owners will pay 
8 cents for the first 30 hours, 7 cents for the 
next 30, and 6 cents for the balance. Simi- 
lar savings will benefit commercial and in- 
dustrial users. 


=e 
Massachusetts 


Gas Merger Opposed 


Oz to the proposed merger of the 
Worcester Gas Light, Dedham and 
Hyde Park and the West Boston Gas Com- 
panies, developed at a hearing before the 
Commission on June 10th. Samuel H. Mil- 
dram, public utility expert, told the Board 
that the only way to insure proper regulation 
of public utility companies in the common- 
wealth is to have them remain separate. The 


proposal was then taken under advisement. 

The utility companies contended that there 
would be savings to customers as a result of 
the consolidation. Robert G. Dodge, in behalf 
of the companies, said that the results might 
be advantageous to the consumers, and could 
not possibly be harmful to them. He men- 
tioned possible reductions in the executive 
staff, the elimination of several clerks, and 
centralization of servicing from three points 
in consolidated territory. 
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New Hampshire 


Defeat of Tax Bill 
Aids Consumers 


Te Public Service Company of New 
Hampshire has filed with the Commission 
a sweeping reduction in residential and com- 
mercial lighting rates, which will affect 46,000 
consumers in 80 communities served by the 


utility. This, it is said, will mean a saving 
to the consumers of approximately $85,000 
a year based on the present business. The 
Manchester Union, in an account of the re- 
duction, informs us: 

“Coincident with the filing of the schedule, 
the company announced a new policy which it 
has been contemplating for some time tending 
toward uniform and standard rates for the 
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same classes of service in its entire system. 
This action, it is understood, is the logical re- 
sult of the unification of control and the car- 
rying out of the program of interconnection 
which has been going on since the company 
was formed. 

“A definite program providing for rate re- 
ductions and standardizations, which was in- 
augurated by the company several years ago, 
was temporarily halted last February because 
of legislation which would place an increased 
tax upon the electrical utilities of the state. 
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At the special session of the General Court 
Avery R. Schiller, vice president in charge of 
operations, appeared before the House com- 
mittees and stated that if a utility franchise 
tax bill was enacted into law it would post- 
pone for an indefinite period of the continu- 
ance of his company’s program for further 
rate reductions. 

“With the defeat of this measure, the com- 
pany immediately proceeded to develop its 
plans which resulted in the filing of its peti- 
tion with the Commission today.” 


e 


New York 


Commission Combats Buffalo 
Fare Increase 


HE full power of the State Public Service 

Commission, says the Buffalo Courier- 
Express, will be employed to aid the city of 
Buffalo in combating the efforts by the Inter- 
national Railway Company to obtain a Fed- 
eral court order permitting a straight 10-cent 
trolley fare. 

Commission engineers have been making an 
exhaustive check upon all the traction cor- 
poration’s properties to resist the company’s 
valuation claim. The Commission is said to 
be vitally interested in the case not only be- 
cause it has been made a codefendant with 
the city, but because the traction company is 
hitting at the authority of the Commission to 
regulate public utilities. The Courier-Express 
says: 
“Dissatisfied with the ruling of the Com- 
mission denying the company permission to 
charge a straight 10-cent fare, the company 
seeks to have the order upset in Federal court 
on the grounds that the rates fixed are so low 
as to amount to illegal confiscation of its 
properties. 

“Although there will be co-operation be- 
tween the city and the State Commission 
when the case opens for trial before Judge 
Arthur E. Sutherland as special master on 
June 30th, the two forces are conducting in- 


dependent inquiries regarding the valuation 
of the properties. 

“Four experts now are in the employ of the 
city and will give testimony regarding the val- 
ue of the company’s property which is the 
paramount issue in the litigation. The com- 
pany claims a valuation of $60,000,000 and 
seeks a return on that basis. The city con- 
tends the property is not worth more than 
$10,000,000.” 

. 


Jamestown Accepts Court De- 
cision on Municipal Rates 


HE city of Jamestown, according to press 

reports, will not appeal from the judg- 
ment ded down by the appellate division 
of the supreme court in the action brought 
by the Niagara, Lockport & Ontario Power 
5 Be against the Public Service Commis- 
sion as a part of proceedings to restrain the 
city from continuing its present schedule of 
rates for electricity. 

The utility company has maintained that 
the city violates a charter provision by fur- 
nishing electricity at less than actual cost. The 
Commission decided that it had no jurisdic- 
tion over the municipal plant rates, but the 
court decided differently and sent the case 
back to the Commission for further proceed- 
ings. 


= 
Ohio 


Taxing Natural Gas from 
Other States 


HETHER the state of Ohio can collect 
excise taxes on natural gas produced in 
other states is the question before a statutory 
court consisting of Judges Hough, Hicken- 
looper, and Nevin as part of a move by At- 





torney General Gilbert Bettman to recover ap- 
proximately $959,000 from the East Ohio Gas 
Company. Indirectly almost another million 
dollars is said to be involved because other 
companies refused payment of similar taxes. 

The East Ohio Gas Company contended 
that since its gas originated in West Virginia, 
it is still in interstate commerce and the state 
has no right to impose a tax. The attorney 














general contended that adoption of the com- 
ror views would be a dangerous precedent 

use then a giant corporation could send 
commodities like gas and electricity across the 
continent and by the mere contention that the 
commodity originated in one state, it would 
escape taxation in all the other states. Busi- 
ness done by utilities in the respective com- 
munities of the state was declared to be pure- 
ly local business, and, therefore, taxable. The 
interstate nature of the movement was said 
to cease at the gates of the respective cities 
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where the gas goes from the transmission 
main to the distribution system maintained by 
the company. 

Because this is a case of first impression in 
the United States, it is expected that no mat- 
ter what decision the 3-judge court may ren- 
der, it will finally reach the Supreme Court 
of the United States. Then, too, there are 
millions of dollars of taxes involved, and the 
legal principies relating to.gas transportation 
could be applied to electric current, water, 
and other commodities. 


2 
Washington 


Low Fare for School Children 
Remains 


A* ordinance was prepared early in June 
to do away with the special token rate of 
24-cents afforded to pupils of the Seattle 
schools who ride on the municipal street cars. 
Upon request of Utility Superintendent 
George B. Avery, the sponsor of the ordi- 
nance, the proposal was killed by the city 
council utilities committee on June 12th. 
Representatives of parent teachers associa- 


tions had attacked the proposed increase and 
Mr. Avery decided to let the matter drop. 

Complaints concerning the extra trouble to 
street car operators occasioned by the neces- 
sity to demand and examine the identification 
cards of the thousands of children applying 
for the special token rate had been made to 
the railway department. The new fare bill, 
requiring a straight 5-cent fare for school 
children, was proposed to do away with this 
trouble. The municipal railway was said to 
be losing $85,000 a year by carrying school 
children for less than actual cost. 





The Latest Utility Rulings 


ArKANSAS Commission: Re Ice Rates. 
The Commission ordered a reduction in the 
price of ice delivered to domestic consumers 
in Warren from 70 to 80 cents per 100 pounds 
to 60 cents for the same quantity. 


CatirorNIA Commission: Re Adams et al. 
The Commission ruled that certificates will 
not be granted where applicants request the 
Commission to determine whether or not it 
has jurisdiction over certain operations, and 
if so, to authorize such operations, when no 
desire is expressed to dedicate property and 
business to the public service. 


CatirorNIA ComMMISssION: Re Associated 
Telephone Co., Ltd. In authorizing the Asso- 
ciated Telephone Co., Ltd., to sell securities, 
the Commission ruled that while the author- 
ized bonds were to pay partially other out- 
standing bonds, the unamortized discount and 
expense applicable to the outstanding bonds, 
or premiums paid through the redemption of 
such bonds, were not to be considered as 
part of the cost of the money obtained 
through the new issue. 


CauirornNIA Commission: Re Southern 
California Telephone Co. The Southern 
California Telephone Co. was authorized to 





purchase certain securities for $7,936,395.41; 
to acquire certain properties of the Home 
Telephone & Telegraph Co. of Pasadena, U. 
S. Long Distance Telephone & Telegraph Co., 
Consolidated Utilities Co. Corona Home 
Telephone & Telegraph Co., and the Pacific 
Telephone & Telegraph Co., and to issue at 
not less than par $50,000,000 of . common 
stock, to be acquired by the Pacific Telephone 
& Telegraph Co. 


Connecticut Commission: Re Atlantic 
Taxi Co. A taxicab company was denied 
permission to operate seven more cabs in 
Stamford, where it now operates nine. The 
Commission found that there are now 76 
cabs in Stamford which has a population of 
about 30,000, and held that an increase was 
unnecessary. 


Georcia Supreme Court: Bowden v. 
Georgia Public Service Commission. Georgia 
motor carriers denying the applicability of a 
statute of that state concerning the regula- 
tion of motor transportation for hire, and 
refusing to submit to a showing before the 
Georgia Commission, were held by the su- 
preme court to be estopped from invoking 
the equity powers of the Georgia court to 
prevent criminal prosecution. The court 
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pointed out that the carriers had an adequate 
remedy at law to protect them from any un- 
warranted act of the Commission. 


Intrno1is Commission: Re Public Service 
Co. v. Northern Illinois. The electric com- 
pany was permitted to put into effect a new 
rate for general residential service and a new 
rate for commercial light and power service. 
The Commission found that the new rates 
would result in a general reduction for the 
classes of service affected. 


Iowa SupreME Court: State ex rel. Board 
of Railroad Commissioners v. Martin. An 
interstate bus carrier was restrained from 
operating in the state of Iowa because of his 
failure to apply to the Commission of that 
state for a certificate. The court ruled that 
notwithstanding the interstate character of 
the carrier, the state could by law require him 
to fulfill certain conditions as to reliability, 
liability insurance, and other safety regula- 
tions before granting a certificate to do busi- 
ness. 


Kansas SuprEME Court: Atchison, To- 
peka & Santa Fe Railway Co. v. Public Serv- 
tice Commission. The supreme court set 
aside an order of the Kansas Commission 
requiring railroads to apply to transportation 
of sand from Shockey to Southeast Kansas 
rates not exceeding those on like traffic 
from Grinter to the same destinations. 


LovIstanA SuprEME Court: Yazoo & 
Mississippi Valley Railroad Co. v. Public 
Service Commission. A suit by the plaintiff 
railroad company against the Louisiana Com- 
mission and the Motor Freight Lines, to have 
a certificate, issued by the Commission to the 
Motor Freight Co., authorizing the latter to 
operate a motor line, annulled and cancelled, 
was dismissed. The court refused to substi- 
tute its judgment for that of the Commission 
in determining whether the competitive motor 
service was reasonably required by public con- 
venience and necessity. 


Marne Commission: Re Maine Teleph. & 
Teleg. Co. The Maine Telephone & Tele- 
graph Co. was authorized to sell and trans- 
fer its system, including all property, rights, 
and other assets, to the New England Tele- 
phone & Telegraph Co., upon the proper 
action to be taken by the purchaser binding 
itself to assume and discharge the duties of 
the merged corporation. 


Missourt Commission: Re Middle States 
Utilities Co. An application for increased 
rates, for the company’s exchange at Bethany, 
Mo., calculated to yield an amount available 
for depreciation and a return of approxi- 
mately 9.3 per cent on the valuation of the 
properties involved was approved. 


_ Missourt Commission: Re St. Louis Pub- 
dic Service Co. The St. Louis Street Rail- 
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way Co. was authorized to enter into an 
arrangement with a motor bus company 
operating in that vicinity whereby the former 
might issue special transfers, without addi- 
tional charge, for the transportation of pa- 
trons on the lines of the bus company to a 
municipal theater during the summer season, 
located approximately one-half mile distant 
from the nearest street car line. 


Montana Commission: Re Ruby et al. 
Applications for certificates of convenience 
and necessity to engage in bus operations 
between Glendive and Miles City, and be- 
tween Miles City and Billings, (all points 
located in Montana) were dismissed. In dis- 
missing the two applications for the failure 
of the applicants to prosecute, the Commis- 
sion severely condemned the present practice 
of permitting applicants to put the Commis- 
sion to the expense of investigating the appli- 
cations and subpoenaing witnesses when not 
notified of the intentions of the applicants to 
drop the prosecution of their applications. 
“It bespeaks,” said the Commission, “the ad- 
visability of suitable legislative action to re- 
quire an applicant to accompany an applica- 
tion with a filing fee in a reasonable amount 
to insure prosecution of the application in 
good faith.” (Reviewed in this issue.) 


New York Commission: Re New York 
State Railways. A street railway was per- 
mitted to substitute busses in place of street 
cars over portions of its route known as the 
West Seneca Turnpike and Valley Drive in 
the city of Syracuse, although the substitu- 
tion meant a transfer to the street car at the 
bus terminals, and was admittedly not as 
convenient as through service. The Commis- 
sion felt that the economies thereby achieved 
were necessary to the preservation of street 
car service as a whole. 


Ox1o Commission: Re Marion County 
Telephone Co. Proposed increased telephone 
rates at Marion were modified so as to pro- 
duce not more than a 7 per cent return on 
the fair value of the property involved. The 
Commission mentioned in this regard the 
recent decision of the United States Supreme 
Court in the Baltimore street car fare case. 


Oxto Court or Appeats: Public Utilities 
Commission v. Holdren. Suits by the Ohio 
Commission against a number of motor 
truck owners hauling farm produce under 
private contracts because of alleged unlaw- 
ful operations without certificates were dis- 
missed. The court presumed that such truck 
owners were not common carriers, and held 
that the Commission had the burden of 
showing otherwise. 


PENNSYLVANIA Commission: Re _ Bell 
Telephone Co. The Bell Telephone Company 
of Pennsylvania and the Cumberland Valley 
Telephone Company, who have long been 
rivals in the territory surrounding Harris- 





burg, have finally settled their differences 
with the blessing of the Commission. Fur- 
ther competition will be eliminated by the 
unification of service between the two com- 
panies. The Bell Company has sold out to 
the Cumberland Valley Co. in the counties of 
Adams, Franklin, Fulton, Juniata, Perry, and 
parts of Cumberland and York, while the lat- 
ter has relinquished its charter rights in the 
counties of Dauphin, Snyder, Mifflin, North- 
umberland, and portions v4 Cumberland, 
York, Huntingdon, and Fultof. 


PENNSYLVANIA Commission: Borough of 
Trafford v. Pennsylvania Water Co. A com- 
plaint by a borough — the methods used 
by a water company for computing fire pro- 
tection charges was dismissed upon the agree- 
ment of the company to exclude any portion 
of its supply line lying outside of the bor- 
ough from the computation of its rate base 
for such charges. 


PENNSYLVANIA Commission: Delaware, 
Lackawanna & Western R. Co. v. Davies. 
A motor trucker operating without authority 
was fined $500. A like penalty was assessed 
against the A. Blackmore Transportation Co. 
for a similar offense. 


PENNSYLVANIA ComMIssion: Re Pennsyl- 
vania Power Co. The application of the 
Pennsylvania Power Co., Harmony Electric 
Co., and Peoples Power Co., for approval of 
a consolidation into one new corporation to 
be known as the Pennsylvania Power Co., 
was approved subject to certain revisions of 
the accounting practices of the proposed com- 
pany to be completed within sixty days. 


Soutn Daxora Commission: Re Stange- 
land. Application for authority to operate 
as a Class B motor carrier of property was 
denied for lack of evidence showing the ne- 
cessity for such service. 


Unrtrep States Districr Court: Great 
Falls Gas Co. v. Montana Commission. The 
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court held that where an order of the Mon- 
tana Commission tending to make rates con- 
fiscatory was enjoined by the Federal court, 
incidental regulations were also annulled, not- 
withstanding the fact that the Commission 
might otherwise have validly imposed them 
on the utility. 


Unrrep States District Court or Grorcia: 
Georgia Public Service Commission v. United 
States. Two suits brought by the Georgia 
Commission against the enforcement of a 
railroad rate order of the Interstate Com- 
merce Commission were dismissed. The 
court ruled that in the absence of evidence it 
must regard the conclusion of a majority of 
the Interstate Commerce Commission, as to 
whether interstate rates were arbitrary and 
unreasonable and discriminatory against in- 
trastate commerce, as correct. 


Uran Commission: Welch & Sweeters v. 
Parhant Power & Light Co. The complaint 
of certain commercial consumers asking 
reparation for alleged excess payments was 
denied. The Commission ruled that trans- 
former losses between a point of delivery 
and the consumers’ premises were properly 
chargeable to the consumers instead of the 
electric company. 


Wisconsin Commission: Re Cunningham. 
The Commission revoked the certificates of 
auto transportation carriers for their failure 
to furnish information requested by the Com- 
mission. 


Wisconsin Commission: Re Village of 
Muscoda. In approving an application of a 
municipal electrical utility for authority to 
increase rates, the Commission permitted the 
village to make a special service charge of 

cents a month per customer to patrons 
residing outside of the municipality where it 
appeared that such patrons had not through 
tax payments shared in defraying certain ex- 
penses incurred in the operation of the mu- 
nicipal plant. 





The Guiding Force in Federal Regulation 
Is the State Commission 


“a 91 per cent of the electric utility business 
purely intrastate, with an additional 6.5 per cent 
subject to either state or Federal regulation, and only 2.6 
per cent of the business exclusively interstate and, there- 
fore, solely subject to Federal regulation, it would seem 
that the State Commissions for many years to come must 
remain the most important and perhaps the guiding force 
in any extension of regulation to the Federal Govern- 


ment.” 
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The Authority of the Govern- 
ment to Generate and 
Sell Electricity 


ay I call your attention to a recent opin- 
ion and decision of the United States 
Court of Claims—State of Alabama v. Unit- 
ed States, decided March 12, 1930. (38 F. 
(2d) 897.) The court there held that the 
state of Alabama has no power to impose a 
license tax on the Federal Government for 
manufacturing and selling electric power gen- 
erated at Muscle Shoals. The majority opin- 
ion is in line with recent tendencies to expand 
Justice Marshall’s doctrine of incidental 
powers. 

The Wilson Dam and the hydroelectric 
plant at Muscle Shoals were built under the 
authority of the National Defense Act to 
manufacture nitrogen for explosives. No 
doubt, construction was authorized by the war 
powers expressly delegated to Congress, but 
the war ended over a decade ago. The plant 
is no longer necessary or suitable for the 
manufacture of nitrogen for explosives, nor 
has anyone an intention to so use it. What is 
now proposed is that it shall manufacture fer- 
tilizers and generate and sell electric current 
for light and power. Where does Congress 
find power to authorize the government to 
engage in business? 

ongress has express power to regulate in- 
terstate commerce. Incidentally, it has power 
to improve navigation by erecting dams to 
control floods. The government’s authority 
to generate and sell electric current is not a 
power expressly delegated, but, if it has any 
such authority, it must be in the exercise of 
a power incidental to one or the other ex- 
press powers. 

If this incidental power rests on the express 
power to regulate interstate commerce, the 
idea is that improvement of navigation is in- 
cidental to regulation of interstate commerce, 
control of floods is incidental to improvement 
of navigation, building dams is incidental to 
control of floods, construction of hydroelec- 
tric works is incidental to building dams, gen- 
eration and sale of electric current are inci- 
dental to construction of hydroelectric works. 
Why not carry the process further? Con- 
struction of electric furnaces is incidental to 
generation of surplus electric current; manu- 
facture of steel products is incidental to con- 
struction of electric furnaces; maintenance of 
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supply stations is incidental to manufacture of 
steel products. Where is this House-That- 
Jack-Built concatenation of incidental pow- 
ers to end? The process is similar if author- 
ity to construct hydroelectric works at Muscle 
Shoals is found in the war powers of Con- 
gress. It has been carried into proposals that 
the government manufacture and sell fer- 
tilizers and place them on sale in various 
parts of the country. 

This is an undue extension of the doctrine 
Snare v. Maryland (4 Wheat. 316, 


“Let the end be legitimate, let it be with- 
in the scope of the Constitution, and all 
means which are appropriate, which are 
plainly adapted to that end, which are not 
prohibited . . . are constitutional.” 


The generation and sale of electric current 
are not a means appropriate to the regulation 
of interstate commerce nor to the maintenance 
of armies, nor are they adapted to that end. 
If the ruling of the Court of Claims in the 
Alabama case is to prevail, a little ingenuity 
will enable the government to engage in any 
private business by linking that business 
through a series of incidental relations to 
some express power. 

Democrats may be interested in what the 
Sage of Monticello thought about it, as re- 
vealed in a letter from him to W. B. Giles, 
dated at Monticello, December 26, 1825: 


“IT see as you do, and with the deepest 
affliction, the rapid strides with which the 
Federal branch is advancing towards the 
usurpation of all the rights reserved to the 
states and the consolidation in itself of all 
powers, foreign and domestic; and that, too, 
by constructions which leave no limit to 
this power. . . . Under the authority to 
establish post roads, they claim that of cut- 
ting down mountains for the construction 
of roads and, aided by a little sophistry on 
the words ‘general welfare,’ a right to do 
not only the acts to effect that, which are 
specifically enumerated and permitted, but 
whatsoever they shall think or pretend shall 
be for the general welfare. . . . The 
states should be watchful to note every ma- 
terial usurpation on their rights, to de- 
nounce them as they occur in the most per- 
emptory terms, to protest against them as 
wrongs.” 

—Louis BEnepicr. 
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Censorship and the Radio 


oe week seems to bring news that 
supports the conviction that legal 
classification of the radio, if it should 
ever come to pass, will be the opening 
of Pandora’s box of regulatory trou- 
bles. The latest development of the 
law and the radio comes from Roches- 
ter, New York. 

Last April the Civic Defense League, 
an organization fighting chain stores, 
entered into a contract with station 
WHEC for the rendition of thirteen 
addresses. Mr. Walter F. Cherry, who, 
from all reports, appears to be a well- 
informed and energetic younger mem- 
ber of the Rochester bar, was engaged 
to give these talks. After three of 
them, however, the management re- 
fused to let Mr. Cherry continue his 
addresses unless they were first ap- 
proved by the broadcasters. 

It seems that Mr. Cherry had said 
something neither immoral nor dull, 
but yet in the opinion of the manager 
of WHEC—offensive to certain busi- 
ness interests. The league sued WHEC 
for breach of contract, but a com- 
promise was reached. However, it 
raises the question of whether a broad- 
caster or the state should be permitted 
to censor on grounds of public policy. 
Examining this general question more 
carefully, we discover two smaller ques- 
tions: (1) What right has a radio sta- 
tion to refuse broadcasting time or to 
discriminate between broadcasters? (2) 
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When a contract has been signed, what 
right of censorship has the radio sta- 
tion? 

Of course, censorship for the pur- 
pose of maintaining a standard of en- 
tertainment must rest with the station. 
The very life of a broadcasting public 
depends on satisfying unseen customers 
who never pay a cent for the service. 
There is no better reason for barring 
programs from the air than the fact 
that they are dull. The operators must 
be given a wide discretion in this no 
matter what else the lawmakers decide 
to regulate. To compel a station to ac- 
cept stupid programs and ruin its own 
prestige would be a clear invasion of 
the constitutional rights of the broad- 
caster. 

But, on the other hand, the right of 
censorship for moral purposes or on 
grounds of public policy must be re- 
served to the state if we ever start out 
to regulate the radio as a public utility. 
Now, if a radio station is prohibited 
from discrimination on the ground that 
it is a sort of public utility, against 
whom is the discrimination prohibited, 
the advertisers, or the people who listen 
to the program? Commissions have 
usually held that they have no jurisdic- 
tion over advertising in telephone direc- 
tories. How would they feel about 
editing the matter for broadcasting ad- 
vertisement, if the radio is ever put un- 
der their jurisdiction? 


Pennsylvania Utilities May Sell Merchandise 


HE Pennsylvania supreme court 
has come forward with the latest 
decision on utility merchandising. The 
court affirmed the decision of a lower 
state court in holding that an electric 
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utility was not acting outside the scope 
of its corporate charter by selling util- 
ity appliances. 

Some months ago a Philadelphia 
electric appliance concern complained 
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‘to the attorney general of Pennsylvania 
that the Philadelphia Electric Company, 
which is an operating utility, was vio- 
lating its charter by selling fans and 
irons and what nots. It appears that 
the utility’s charter gives it the right to 
sell electric current and the lower court, 
in dismissing a suit brought by the at- 
torney general against the utility, ruled 
that the sale of appliances was an inci- 
dent to selling current. 

“How is the utility going to sell the 
people electricity,” the court practically 
asked, “if it doesn’t sell them things to 
use it with, such as bulbs and hair curl- 
ers and the countless other appliances ?” 

With the recent decision of the high- 
est state court affirming this position, 
the affair is settled—in Pennsylvania, at 
least. This will be a strong precedent 
in similar cases which, we may reason- 
ably expect, will arise in other states. 
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Many operating gas and electric utili- 
ties are now functioning under corpo- 
rate charters that do not specify their 
right in so many words to sell merchan- 
dise as a side line to their regular busi- 
ness. The independent electric stores 
are well up in arms over the competi- 
tion given them by the utility companies 
who are, generally speaking, able to buy 
in bigger lots through an affiliated serv- 
ice company, and sell on easier terms. 

Moreover, since the more appliances 
sold means more service consumed, gas 
and electric companies might afford to 
sell them for little more than cost mere- 
ly as a promotional program to in- 
crease per capita consumption. 

Anyhow, the electric utilities appear 
to have won the first round in the fight 
of the independent appliance dealers to 
compel them to stop poaching on their 
preserves. 


e 
West Virginia Authorizes the Cheat River Project 


HE West Virginia Power & Trans- 
mission Company has been li- 
censed by the Commission of that state 
to construct the necessary structures 
for the development of the water power 
of the Cheat river and its tributaries. 
This is the first application to be acted 
upon by the Commission under West 
Virginia’s new Water Power Act of 
4 which supersedes a former act of 
Before the enactment of the 1929 
law, each hydroelectric dam and power 
station was regarded as a separate en- 
terprise and licenses had to be obtained 
for each development. Under the pres- 
ent law, however, the license embraces 
the development of the entire stream or 
watershed by a single stage or by suc- 
cessive stages of construction, as the 
requirement for comprehensive utiliza- 
tion demands. 

The 1929 statute declares that “it 
shall be the aim to secure for a given 
stream or watershed the greatest proper 
and practicable utilization of the power 
of such stream or watershed.” While 
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the act clearly announces it to be the 
state policy to encourage hydroelectric 
development, with equal clarity, it for- 
bids the licensing of piecemeal develop- 
ment that would interfere with complete 
utilization of power resources. 

A direct result of this farsighted 
regulatory policy can be appreciated 
from the fact that the proposed Cheat 
river project, as licensed, will utilize 
at least 90 per cent, and, according to 
some experts, more nearly 95 per cent, 
of the run-off of the Cheat river. 

One of the interesting features of 
this application was the opposition made 
by the coal mining industry. The argu- 
ment was presented that the project 
would prostrate the coal business. In 
answer to this, the Commission pointed 
out that the decisions of courts or regu- 
latory bodies do not control the eco- 
nomic demands of trade for certain 
commodities. Quoting from the opin- 
ion in part: 

“When an industry discards steam power 


and installs electric motors, when a metal- 
lurgical plant builds electric furnaces in- 








stead of those using other fuel, or when a 
railroad turns from steam to electricity for 
its motive power, it is because experienced 
business men regard electric power and 
heat more economical than any other power 
and fuel. They do not consult the acts of 
the legislature or the reports of an ad- 
ministrative State Commission; they look 
up the cost sheets of their plants. Modern 
industry and modern homes demand elec- 
tricity as one of the most useful agents 
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of power and service of our day and gen- 
eration. 

“It is true that electricity, coal, natural 
gas, artificial gas, petroleum, and all other 
sources of heat, light, and power are po- 
tential competitors. So is the airplane a 
competitor of the motor car. The demands 
of modern civilization make them potential 
competitors. To undertake to stop the 
march of civilization by refusing to march 
with it is a futile thing.” 
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Are the Commissions Enslaved by the 
Fair Return Doctrine? 


ECENTLY American economists 

have been digging so deeply into 
the tenets of utility regulation with in- 
vestigations and speculations that even 
some of the foundation stones are 
trembling. The latest point of attack is 
the fair return doctrine which has been 
almost universally endorsed by the 
Commissions and courts, including the 
United States Supreme Court. 

But our exploring scholars refuse to 
be awed by these formidable endorse- 
ments. Even the casual citizen is be- 
ginning to ask whether or not a fixed 
rate of return allowed by law sufficient- 
ly rewards the efficiency and skill of the 
conscientious utility and _ sufficiently 
punishes the mismanagement of the 
black sheep utilities. 

“Tf all utilities good and bad are en- 
titled to a legal 7 or 8 per cent return, 
what sense is there in a utility being 
good and what harm will come to it if 
it is bad?” is the gist of a letter signed 
by one “Bona Fides” to the New York 
Times on June 11th. 

Undoubtedly, this is regarded as a 
weak point in our regulatory system. 
Let us look into it. The Supreme Court 
of the United States has never com- 
mitted itself on the question of whether 
or not there should be a reward or 
higher return for unusually efficient 
management—chiefly because rate cases 
invariably go up to the highest court on 
the point of confiscation. The court, 
then, is not concerned in directing what 
would be a good return with due re- 
gard to the conduct of the utility, but 





rather with what would be a minimum 
return below which the Commission can 
not go without confiscating the utility’s 
property. 

The responsibility, therefore, of dis- 
pensing regulation along the lines of 
rewarding the good and punishing the 
evil rests chiefly with the Commissions. 
Taking 74 per cent as a minimum re- 
turn for the average utility which is 
neither good nor bad, in view of the 
recent Baltimore street car fare case 
handed down by the highest court, we 
find that State Commissions have al- 
ready undertaken the task. There have 
been decisions from the State Commis- 
sions of California, Michigan, Nebras- 
ka, Wisconsin, Maine, New York, In- 
diana, Idaho, and North Dakota ex- 
pressly rewarding utilities for efficiency 
by allowing returns in excess of 74 
per cent. While, conversely, we find 
Commissions for California, Washing- 
ton, Nebraska, Illinois, Kansas, New 
Jersey, and North Dakota, putting into 
effect rates yielding less than that 
amount of return because of inefficient 
utility management. 

So probably this progressive attitude 
of the Commissions has been over- 
looked by critics of the present system 
of regulation. Of course, the decisions 
putting into effect a return smaller than 
the confiscatory limit because of in- 
efficiency have not been appealed and 
we do not know if they will pass legal 
muster before the highest court. But 
we do know that the Commissions have, 
usually without express legislative com- 























mand or direction, so dispensed the 
fair return doctrine imposed upon it by 
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the law of the land as to give due re- 
gard to the merit management. 
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The Payment of Fees in 


| Bee Commission regulation be made 
self-supporting? Probably not 
wholly, but it does seem possible that 
those who receive the benefits of regu- 
lation could at least be made to con- 
tribute towards the salaries of the Com- 
missioners and the expense of the 
Commission’s operation so that the tax- 
payer will not have to bear the whole 
burden. 

Some weeks ago, two gentlemen had 
an idea that they would like to engage 
in the business of operating as motor 
carriers. They communicated their 
aspirations to the Montana Commission 
in the form of applications for certifi- 
cates of convenience and necessity. 

The Commission, acting on these 
applications, made an investigation of 
the proposed operations and subpoenaed 
several witnesses. The time came for 
the hearing. The Commissioners were 
there. Clerks and stenographers were 
there. Witnesses were there. In fact 
everybody necessary was there except 
the two individuals who had started the 
whole business. 

In dismissing the applications for the 
failure of the applicants to prosecute, 
the Montana Commission severely con- 
demned the present practice whereby 
it is frequently put to considerable 
trouble and expense because applicants 
change their minds without notifying 
the Commission. 

“It bespeaks,” said the Commission, 
“the advisability of suitable legislative 
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action to require an applicant to accom- 
pany an application with a filing fee in 
a reasonable amount to insure prosecu- 
tion of the application in good faith.” 

The Montana incident brings up the 
question of why the taxpayers ought to 
be assessed for the cost of utility regu- 
lation. Of course, the taxpayer is 
usually a ratepayer, but not always in 
the same proportion. A man may pay 
taxes on a dozen farms and yet take 
only one subscription to a telephone. 
Conversely, a commercial consumer 
may use a thousand times as much 
electric current as a domestic consumer 
in a shop on which he pays no more 
taxes to the state than a modest house 
owner pays. 

Now, utility regulation primarily is 
for the benefit of the utility ratepayer, 
as well as the utilities. It is only in- 
directly for the benefit of the taxpayer 
—as a taxpayer. Why could not some 
system be devised whereby every utility 
or rate complainant who uses up the 
Commission’s time would have to pay 
for it? 

The costs of rural justice of peace 
courts are defrayed by the litigants in 
most states. Some states, such as In- 
diana, assess considerable fees on util- 
ity litigants for every application be- 
fore the Commission. It all helps to 
cut down the bills that burden the tax- 
payer. The question raised by the 
Montana Commission is due for more 
serious discussion, if not legislation. 
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Natural Gas Competes with Manufacturing 
Gas Utilities 


W' often hear that the protection 
of a utility’s monopoly in a given 
community is a necessary incident to 
enlightened regulation. But to what 


extent does this protection obtain? Will 
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the utility be shielded only from com- 
petition of rivals offering the same 
kind of service, or does the protection 
extend to restrict the activities of rivals 
selling a service produced in a different 











way but actually offering competition to 
the authorized company ? 

Bus service and railway service, for 
example, are different in specie, but the 
actual competition between the two is 
unquestionable. On the other hand, 
telephone service and telegraph service 
are regulated without regard to each 
other, although there is a small com- 
petitive factor between the two. 

A recent decision of the Idaho Com- 
mission draws this doubtful line much 
finer—this time between natural gas 
service and manufactured gas service. 
It appears that the Commission has re- 
fused to recede from its order authoriz- 
ing the construction and operation of 
natural gas transmission and distribu- 
tion lines in Southeastern Idaho, serv- 
ing Pocatello and other places with gas 
from Wyoming. 

The Commission denied a petition by 
the Public Utilities Consolidated Cor- 
poration for a rehearing of the grant. 
This utility is engaged in supplying 
manufactured gas in Pocatello and op- 
posed the entrance of the natural gas 
competition into the field. It invoked 
the protection of the Commission in be- 
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half of its monopoly in the community. 
The protestant offered to purchase 
the natural gas from the natural gas 
operators wholesale at the city gate of 
Pocatello, but the offer was refused. 
The opinion of the Commission 
states: 


“A public utility in occupying and ren- 
dering service in a territory must, by the 
laws governing such occupancy, keep up 
the service to meet the reasonable needs 
and demands of the public as such needs 
and demands are affected through time’s 
changing service characteristics by the 
touch of progress. The rights of a holder 
of a certificate of public convenience and 
necessity yield to the rights of the needs 
and demands of the public interest.” 


Owing to the recent activities of nat- 
ural gas operators and the technical and 
economical improvements in gas trans- 
mission over long distances, this de- 
cision should interest manufacturing 
gas companies established in cities with- 
in pipe-line distance of natural gas serv- 
ice. There was recently suggested, for 
instance, a proposal to transmit natural 
gas to the city of Washington, D. C., by 
pipe line over a distance in excess of 
100 miles from fields in West Virginia. 





employees. 





A Protective Tariff Does Not Protect 
Public Utility Labor 


O NE of the needs of the gas and electric industry is an 
invention that will enable gas and electricity to be 
transmitted thousands of miles without cost. 

This would enable these commodities to be produced in 
Europe and transmitted to this country. That would put 
the American employees of utility companies in competi- 
tion with the cheap labor employed in producing utility 
service in foreign countries. 
tries could then ask for a tariff for the protection of their 
As it is now, the thousands of employees of 
the utility industries receive no benefit whatsoever from 
the tariff, since there is no tariff imposed to protect them. 

It appears at present that the “protective” forces operate 
for the benefit of the public utility consumer rather than 
for the benefit of public utility labor. 

This seems wrong. Something should be done about it. 


The gas and electric indus- 
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Electricity, diversion of, 375. 


Evidence before Commission, 380. 


Federal court decisions, effect, 325. 
Formalities in Commission hearing, 380. 
Licenses for cotton gins, 321. 

Monopoly of cotton gin not protected, 321. 
Observed deterioration and reserves, 325. 


Operating expenses subject to Commission, 
325. 


Procedure before Commission, 380. 


Rates, four-party flat rate telephone service, 
325; public telephones, 325; special tele- 
phone charges, 325; uniform, for tele- 
phones, 325; value and cost of service, 325. 


Regulation, breakdown of, 325. 
Reserve for depreciation, 325. 


Service discontinuance for theft of current, 
375. 


Telephone rates, 325. 
Uniform telephone rates, 325. 


Valuation, additions, 325. 
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10950 Harper Avenue COMPANY 


Time Is Money—Carry Twice 


The Load Each Trip 


Of course, you realize that every minute saved in 
transporting materials and equipment during the busy 
season means more money in your pocket. Therefore, 
you would certainly be interested in improving your 
haulage system. 


The illustration above shows how one contractor is 
doubling the payload of his motor truck each trip. 
The Fruehauf 4-Wheel Trailer carries exactly the same 
load as the motor truck that pulls it, yet operating ex- 
pense (Gasoline and Oil) is increased only 15% or, 
at the most, 20% and no second driver is needed. 
Think what double payloads like this would mean to 
your profits and how your hauling costs would be 
lowered. Fruehauf has a story to tell you of real 
hauling efficiency—of real economy. Just fill in and 
mail the coupon for complete information. 


Oldest and Largest Manufacturers of Trailers 


Fruehauf Trailer 


Branches and Dealers in All Principal Cities 
Fruehauf Trailer Company of Canada, Ltd., Toronto, Canada 
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Reminders of 
Coming Events 


AL MAN ACK 


Notable Events 
and Anniversaries 


3ER 2 24 TA The first railroad roundhouse and turn-table was completed for the Rock Island rail- 
road at Chicago, 1851. 
- 65 25 F The day of the motor bus was foreshadowed when the first “gas engine tricycle” ra 
in 66 made its appearance on the streets, speeding at 10 miles an hour; 1895. 
a 26 Sa A step was taken in the development of the electric light and power utilities when the 
. 6] Edison Industrial Works was incorporated in New Jersey, 1890. 
he 27 s Ground was broken for the construction of the Mohawk-Hudson Railroad, with a path- 
me way for horses between the rails, 1830. Atlantic cable laid; 1866. 
_. 84 
26 M The first radio-telegraph message was transmitted from Arlington, Va., to Hawaii, 
5,000 miles, by engineers of the A. T. & T. and the Western Electric -Co., 1915, 
_ 85 : 
29 Tu The gas utilities first introduced the gas stove to the public at the Philadelphia Ex- “4 
position, 1876, 
_. 4 
) 101 30 WwW Rapid transit in the U. S. was initiated by JOHN CLAPP, who advertised “A Hack- 
‘ 103 ney coach for the accommodation of all persons wishing to hire same,” 1696, 
105 31 TA PETER COOPER HEWITT invented the mercury arc light that became commercially 
established, 1901. 


1 F ARTHUR KORN, German inventor, experimented successfully with his device for > J 
transmitting pictures by radio, thus anticipating commercial service, 1907. ] 
= 12 2 Sa To the cries of “Rats!” the first electric railway car completed its epoch-making jour- 
121 ney on 4th Avenue, New York, between 32nd and 117th Streets, 1887. 
122 3 S The famous locomotive “General McPherson,” built for use by the Union Pacific Rail- 
127 road, arrived by steam at Omaha and was put in commission, 1865. 
4 M DR. CLAYTON conducted experiments with natural gas at Lancashire, England, and 
succeeded in storing it, 1660. 
4 Tu The art of communication established a world’s record when station KDKA exchanged 
radio messages with the ship “Arctic” within 11 degrees of the North Pole, 1924. 
ed topics, BAR : 
lities Re- 6 W By legislative enactment, the name of the Railroad Commission of Alabama was 
ssociation changed to “Alabama Public Service Commission” and its powers were extended, 1915. 
ce, manu 
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“Since the day when Thomas Aladdin Edison rubbed his lamp and began to pro- 
duce the wonders of electricity, this new giant of power has never known defeat.” 





—CHARLES GORDON 
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From an etching by Frank A. Nankivell 


The City of Aladdin 
——————————— ae 





